Docket No. 1 13217. 120US1 



Application 
for 

United States Patent 



To all whom it may concern: 



Be it known that We, Frederick W. LARK, Anthony R. ROBINSON, Eugene MEEHAN, 
Chantale LACASSE. David SALANT, Colin J. LOXLEY, Gerald W. SCHIRRA and Robert 
TAYLOR. 

have invented certain new and useful improvements in 

METHOD AND SYSTEM FOR COMPUTER-BASED AUCTIONING OF BASIC 
GENERATION SERVICES 

of which the following is a full, clear and exact description: 
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METHOD AND SYSTEM FOR COMPUTER-BASED 
AUCTIONING OF BASIC GENERATION SERVICES 

CROSS REFERENCE TO RELATED APPLICATIONS 

This application is related to and claims the priority of 
U.S. Provisional Application Serial No. 60/416,570 filed 
October 8, 2002 and incorporated herein by reference. 

FIELD OF THE INVENTION 

The present invention is directed to computer-related 
and/or assisted systems, methods, and computer program devices 
for conducting auctions. More particularly, it relates to 
methods and systems, for example, for conducting a 
simultaneous, multiple round, descending clock auction, 

BACKGROUND OF THE RELATED ART 

Various methods of computer-based auctioning have been 
suggested, the prior art status of which is not being admitted 
herein. U.S. Patent No. 6,026,383 (Ausubel) , incorporated 
herein by reference, discloses an automated system for 
conducting an auction comprising a plurality of bid entry 
terminal and a bidding information processor communicatively 
coupled to the bid entry terminals. Bidders at the bid entry 
terminals observe displayed information and enter bids 
accordingly. The bidding information processor and the bid 
entry terminals communicate and process information in order 
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to conduct an auction. The method involves conducting an 
auction in which the price paid by bidders is independent of 
their own bids, in which participants are provided with 
information concerning their competitors' bids as the auction 
5 progresses, and in which the confidentiality of high values is 
maintained. 

According to Ausubel, an auction proceeds as 
follows: First, the auctioneer determines a starting price and 
announces it to the bidders. Each bidder responds with a bid 

10 indicating how many objects each wishes to purchase at the 

current price. Typically, the total number of objects desired 
by all the bidders is greater than the number of objects which 
are available. In this case, the auctioneer determines whether 
any of the objects should be assigned to any bidders in this 

15 round. This is done by determining for each bidder, 

sequentially, whether the sum of the bids of all the other 
bidders is less than the number of objects available. In 
other words, is there is at least one object which is desired 
by only one bidder? Those objects are then assigned to that 

20 bidder, obligating that bidder to purchase them at the price 
standing at that time. If any objects remain available, the 
auctioneer announces a new price and the auction continues. 

In FIGURE la, process 100 starts with step 102, in which 
memory locations in a data partition of memory of a bid 
25 information processor {''BIP") are initialized. In step 102, 
the appropriate memory locations are initialized with 
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information such as the number of objects available and the 
initial price for the auction. In step 104, information 
regarding the bidding process is transmitted from the BIP to 
bid entry terminals C'BETs") . The BETs receive the 
5 information and display it to the bidders. The transmitted 
information may include the current lot number, the current 
round number, the current price for the current round, the 
bidder number of the bidder at each respective bid entry 
terminal, the bid history prior to the current round, auction 
10 announcements and messages for the current round, constraints 
on the bid which the bidder may submit in the current round 
and passwords or other security information. 

The bid history is information relating to the bids 
submitted by bidders in prior rounds. For example: 1) the 

15 disaggregated quantities demanded by each bidder in prior 
rounds, where each bidder is identified by name or by a 
confidential bidder identification number; 2) the aggregate 
quantity demanded by all bidders in prior rounds; 3) the 
number of objects remaining to be sold; and 4) the bidder's 

20 own obligations which have been determined thus far. 

The auction announcements and messages include other 
information which is provided to bidders, for example: 1) 
whether the auction is still open or whether it has concluded; 
2) the deadline by which the next bid must be submitted by bid 
25 entry terminals; 3) the schedule for upcoming rounds of the 
auction; 4) information concerning the required substance of 
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bids, for example, whether the quantity each bidder demands is 
required to be no greater than the quantity the same bidder 
demanded in the previous round; and 5) other ad hoc 
announcements or messages which the BID would like to convey 
5 to the BETs. 

In step 106, the BETs receive bids from the participating 
bidders and transmit them to the BIP. The transmitted 
information may include the current lot number, the current 
round number, the current price for the current round, the 

10 bidder number of the bidder at each respective BET, the 

quantity which the bidder demands in the current round, and 
any passwords or other security information. In step 108, the 
BIP receives the information transmitted from the BETs and 
send a confirmation message. In step 110, if the auction 

15 rules allow, the BETs may receive corrections to the bids or 
withdrawals of bids from the bidders and transmit these 
corrections or withdrawals to the BIP. 

In step 112, the BIP closes the bidding for the current 
round and processes the bids received from each of the BETs. 

20 In step 114, the BIP determines whether any available objects 
remain. If so, the process goes to step 116, in which the BIP 
increments the current price information and generates the 
bidding history and generates the bidding history and any 
auction announcements and messages. The process then loops to 

25 step 104. If no available objects remain, the process ends. 
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FIGURE lb is a flow diagram of a subprocess of step 112. 
It begins with step 112-1, in which the BIP sums the 
associated quantities demanded by all the BETs. In step 112- 
2, the BIP determines whether the sum is more than the current 
5 number of available objects. If the sum is more than the 
current number of available objects, the process continues 
with step 112-3, in which the BIP considers each bidder in 
turn and assigns objects to any winning bidders. If the sum 
is not more than the current number of available objects, the 

10 BIP proceeds to step 112-4, in which, if the sum of the 

quantities demanded by all bidders exactly equals the current 
number of available objects, then each bidder is assigned the 
demanded quantity at the current price, and the auction ends. 
If the sum of the quantities demanded by all bidders is less 

15 than the current number of available objects, then each bidder 
is assigned the demanded quantity at the current price, and 
the residual quantity is assigned to bidders according to 
their demands in the previous period and the auction ends. 

PCT Application No. WO 02/097582 A2 (Ausubel et al . ) , 
20 incorporated herein by reference, discloses a system and 

method for a computer- implemented auction in which multiple 
types of items are auctioned together without imposing a 
particular division of supply or demand amount the individual 
items. The method of Ausubel et al . can be used for reverse 
25 auctions, which typically involved descending prices. Bids 
may consist of the quantity of each respective type of item 
that the bidder wishes to transact at a current price vector. 
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The clock auction of FIGURE 2 starts with step 202, in 
which memory locations of a computer are initialized with 
information such as the types of items in the auction and the 
available quantity of each type of item. In step 204, a 
5 computer establishes the initial prices. In step 206, a 

computer outputs auction information, including the current 
price vector. The bidder terminals then receive the auction 
information through their network interfaces and display the 
information to bidders through their user interfaces. In step 

10 208, a computer receives bids from bidders. The bidding 
information processor then receives the bids through its 
network interface. In step 210, a computer applies 
constraints, if any, to the received bids, and enters only 
those bids that satisfy said constraints. In step 212, a 

15 computer process the received bids and determines whether the 
auction should continue. If the auction should continue, the 
process goes to step 214, in which a computer establishes an 
updated price vector. Then, at step 216, a computer updates 
other auction information, if any. 

20 If the auction should not continue, the process goes to 

step 218, in which a computer outputs a final message, 
including the allocation of items among bidders and payments 
of the bidders. The bidding information processor takes the 
allocations of items among bidders to be their final bids and 

25 takes the payment of each bidder to be the dot product of the 
final price vector and the bidder's final quantity vector. 
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Previous computer-based auction methods have also been 
suggested particularly for energy supply auctions. U.S. 
Patent No. 6,047,274 {'274), incorporated herein by reference, 
and U.S. Patent No. 6,598,029 ('029), also incorporated herein 
5 by reference, are both to Johnson et al . and have 
substantially similar disclosures. 

The '274 and '029 patents disclose an auction service for 
energy supply in which a bidding moderator ("Moderator") 
receives bids from competing suppliers of the rate each is 

10 willing to charge to particular end users for estimated 

quantities of electric power (or gas) supply. Each supplier 
receives competing bids from the Moderator and has the 
opportunity to adjust its own bids down or up, depending on 
whether it wants to encourage or discourage additional energy 

15 delivery commitments in a particular geographic area or to a 
particular customer group. Each supplier's bids can also be 
changed to reflect each supplier's capacity utilization. 

FIGURE 3a illustrates an auction process in which a 
Moderator 3 01 administers the collection and dissemination of 

20 bidding information. The Moderator 301 includes a computer 
with a processor and memory, together with input and output 
devices to communicate with the Providers * energy management 
computers 302, which are the source of the bidding 
information. By means of these systems, the Providers bid to 

25 become the selected Provider of electric power or natural gas 
for an end user or group of end users. The Providers transmit 
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their bids from their energy management computers 302 over 
data links 303, which may be either analog (using modems) or 
digital . Each Provider has an energy management administrator 
who enters energy management instructions into each energy 
5 management computer 302 through an input port 304 by means, 
for example, of a keyboard or a data link from a remote site 
or local computer. 

The Moderator 301 receives the bids, processes them in 
its bidding processor 305 to produce provider selection data, 

10 and enters both into a database in its memory by means of the 
data buses and registers internal to a computer. The bids are 
sorted according to delivery destination within the respective 
service areas of the end user's local energy distribution 
companies (^'DISCOs") for subscribing end users. The Moderator 

15 301 processes the bids to prioritize them for each delivery 
destination, producing derivative data, including provider 
selection data. This data reflects designation of a selected 
Provider and alternate Providers, based on the Providers* bids 
to supply the power requirements of each end user or group of 

20 end users. The Moderator also designates a default Provider 
in the event the Provider selected by the bidding process has 
no additional capacity available. The Moderator 301 transmits 
the derivative data over a data link 307 to a control computer 
3 08 associated with the end user or set of end users for which 

25 the submitted bids are applicable. 
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The control computer 308 applies decision rules, 
formulated and inputted by the control computer's 
administrator (e.g., the energy manager for a very large end 
user) , to the derivative data received from the Moderator 301 
5 in order to select a Provider. A control computer may be 
operated by the end user, the end user's DISCO, or the 
Moderator (on behalf of the end users associated with that 
control computer) . The Moderator also performs all the 
functions that the control computer would otherwise perform, 
10 including the selection of a Provider offering the lowest rate 
(or best economic incentive) at that time to each such end 
user. 

Each of the Providers transmits to the Moderator the rate 
it is willing to charge (or other economic incentive it is 

15 willing to offer) for electric power to be provided to an end 
user or group of end users, over some particular period of 
time. The Provider may change its bids as often as it likes 
as market place demands for energy change or in response to 
competitors' bidding activities. The Moderator collects this 

20 bid information from all the Providers, sorts it according to 
the rules of the auction, and further processes this bid 
information to select Providers for particular end users. 
This provider selection information includes a prioritization 
of the Provider selection in accordance with Providers' bids 

25 or the designation of a selected Provider or default Provider. 
The Moderator gives each Provider bid information from other 
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Providers for at least a portion of the end users in regard to 
which any Provider has submitted a bid. 

From the list of all Providers providing bid information 
to the Moderator, each control computer (or the Moderator) 
5 selects those Providers from whom participating end users will 
be provided electric power. After each new bid is submitted 
by a Provider and is processed by the Moderator, the rate 
and/or provider selection data is transmitted to the relevant 
control computers and rate information is distributed to the 
10 Providers in order to implement the auction. All Providers 
have the opportunity thereafter to submit a lower or higher 
bid for any end user or group of end users to whom they wish 
to supply electric power. 

As illustrated in FIG. 3a, once the control computer 308 
15 selects a Provider for an end user or set of end users, it 
transmits a notification of that selection to the Moderator 
via data link 307, or perhaps via data bus if the control 
computer is being operated by the Moderator 301. The 
Moderator 3 01 then transmits via data link 303 a selection 
20 notification to the selected Provider 3 02 and a specification 
of the estimated energy requirements of the end user or set of 
end users to be served. The Moderator also transmits via data 
link 309 a copy of such selection notification to the DISCO 
310 serving the end user or applicable set of end users. 
25 Applying the actual energy usage data received from each end 
user's meter and the rate offered at the time by the winning 
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bidder, the Moderator prepares and transmits a billing 
statement for each end user to the respective Provider and end 
user. 

FIGURE 3b illustrates a method in which Providers 
5 formulate bids and transmit these bids 328 to the Moderator. 
Upon receiving such bids 329, the Moderator processes the bids 
to determine which bids apply to which set of end users 
associated with each control computer 33 0, prioritizes the 
bids by listing the lowest bid first (and then the next lowest 

10 and so on) and generates provider selection data 331. The 

Moderator then transmits 332 rate information and/or provider 
selection data to each applicable control computer. After 
some initial processing of the bids received, the Moderator 
also transmits 333 at least a portion of the received bid 

15 information to competing Providers. 

The control computer receives from the Moderator the rate 
information and/or provider selection data, applies decision 
rules that the control computer administrator has inputted, 
and selects 334 a Provider for each set of end users this 

20 control computer serves. The control computer transmits 335 
to the Moderator a notification identifying the Provider that 
has been selected, together with a specification of the 
estimated energy requirements for the set of end users this 
Provider will supply. The Moderator, in turn, will transmit 

25 336 this information to a computer 337 associated with the 

selected Provider's energy network management computer and/or 
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billing computer 33 8 of the DISCO that serves as the local 
energy distribution company for the set of end users to be 
supplied by the selected Provider. 

As detailed in the description above, there are several, 
5 significant differences between the systems and methods 

disclosed in the Johnson et al . references and the system and 
method of auctioning basic generation services of present 
invention. For example, the Johnson et al . references 
disclose the transmission (or receipt) of "economic incentive 

10 data." According to the specifications of the Johnson et al . 
references, this limitation clearly requires the transmission 
(or receipt) of energy rates (i.e., the monetary charge for 
supplying a unit of energy) , prices or credits for purposes of 
determining a winning bid. Moreover, the Johnson et al . 

15 references also disclose "prioritizing" of the bids received 
from the energy providers. Bids are sorted according to bid 
amount . 

The Johnson et al . references also disclose the 
generation and utilization of ''derivative data." According to 

20 the specification of the Johnson et al . references, 

"derivative data" is produced by processing or, in other words 
prioritizing, the economic incentive data. The derivative 
data is produced via the manipulation or transformation of raw 
bid data (i.e., economic incentive data) received from the 

25 providers. The Johnson et al . references also disclose "first 
end user set data." According to the Johnson et al . 
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references, the ''first end user set data" consists of 
''economic incentive data" and "derivative data." The Johnson 
et al, references additionally disclose that the provider is 
selected by processing first end user set data. 

5 The Johnson et al . references also disclose the sharing 

of economic incentive data submitted by one energy provider 
(or data derived therefrom) with other energy providers to 
incent other providers to adjust their own bids. An energy 
provider may change its bid according to the bids or other 
10 providers as often as it likes. 

Regarding the end of the auction process, the Johnson et 
al. references disclose that an energy provider is selected 
according to the lowest bid amount, the bid amount being the 
derived from the economic incentive data submitted by the 
15 energy provider as a bid. 

Furthermore, the Johnson et al . references disclose such 
features as transmitting a selection notification to an energy 
provider and transmitting a copy of the selection notification 
to a local energy distribution company. The Johnson et al . 

20 references also disclose transmission of a specification of 
energy requirements a provider should be expected to provide 
to an energy provider, providing the energy providers with the 
amount of energy the provider will be expected to provide upon 
winning the auction before the auction begins. The Johnson et 

25 al. references also disclose periodic usage reports for 

reporting energy usage to be transmitted from a local energy 
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company to an energy provider. The periodic usage reports are 
created from actual usage data from end users' meters. 

Additional, the Johnson et al . references disclose 
facilitating forward delivery transactions, in which a buyer 
5 and seller agree to the terms of a transaction but schedule 
the delivery for a future time. In order to facilitate the 
forward delivery transactions, the buyer (i.e., end users or 
resellers acting as buyers) transmit supply requests to the 
Moderator with sufficient information to process the request, 
10 before the beginning of the auction. 

Neither the Ausubel, the Ausubel et al . , nor the Johnson 
et al. references disclose a system and method for computer- 
based auctioning in, for example, simultaneous, multiple 
round, descending clock auction format that both ensure a 
15 single end price for all portions of a similar product that 
reflects market trends while still allowing bidders to exit 
the auction before the end of the auction. These prior art 
references also fail to show or suggest other features of the 
present invention. 

20 SUMMARY OF THE INVENTION 

It is one feature and advantage of the present invention 
to provide a method and system for auctioning of basic 
generation services that ensures that prices for the basic 
generation services reflect market signals. 
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It is another optional feature and advantage of the 
present invention to provide a method and system for 
auctioning of basic generation services that ensures that all 
portions of a product sell for a uniform price. 

5 It is another optional feature and advantage of the 

present invention to provide a method and system for 
auctioning of basic generation services that lowers the cost 
of bidder participation and lowers the cost for an Auction 
Manager. 

10 It is another optional feature and advantage of the 

present invention to provide a method and system for 
auctioning of basic generation services that reduces the 
possibility of strategic participation in one auction but not 
another that could lead to higher procurement costs. 

15 It is another optional feature and advantage of the 

present invention to provide a method and system for 
auctioning of basic generation services that improves the 
match of supplier and product. 

These and other features and advantages of the present 
20 invention are achieved in a system for conducting a computer- 
based, simultaneous, multiple round, descending clock auction 
for basic generation services. The system includes a web 
server for receiving bid data from one or more users. The bid 
data comprises one or more bids one or more products, the bid 
25 data indicating a number of desired tranches for each product. 
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A product is the basic generation service load of an electric 
distribution company for a given period or time or term. A 
single tranche represents an equal portion of the electric 
distribution company's basic generation service load. The 
5 system also includes an application server. The application 
server host application software, which processes the one or 
more bids according to at least one auction rule, tracks the 
auction, monitors the auction, and/or determines when to end 
the auction. The system further includes a database server, 
10 which stores auction data. 

In another embodiment of the invention, the system also 
includes one or more client browsers, which enable users to 
submit the bid data to the web server. 

In another embodiment of the invention, the system 
15 further includes a wide-area network, which enables 

communication between the client browsers and the web server. 

In another embodiment of the invention, the web server 
and the application server are integrated into a single 
server . 

20 In another embodiment of the invention, the web server 

and the application server are maintained on separate servers. 

In another embodiment of the invention, the auction data 
stored by the database server includes user data obtained 
through an auction application and a qualification process and 
25 information regarding the products. The information includes 
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a target auction volume for the auction, a tranche target for 
each product, and/or a load cap that may be specified for each 
of the products or for all products together. 

In another embodiment of the invention, the Auction 
5 Manager can revise the target auction volume that is stored in 
the database server. 

In another embodiment of the invention, the system 
further includes a system login computer, which logs all hits 
to the web server and/or the application server. 

10 In another embodiment of the invention, the system also 

includes a back-up server, which provides back-up support and 
maintenance for the web server, the application server, and/or 
the database server. 

In another embodiment, a system conducts a computer- 
15 based, simultaneous, multiple round, descending clock auction 
for basic generation services. The system includes a web 
server for receiving bid data from one or more users. The bid 
data comprises one or more bids for one or more products 
during multiple rounds of bidding, the bid data indicating a 
20 number of desired tranches for each product. A product is the 
basic generation service load of an electric distribution 
company for a given period or time or term. A single tranche 
represents an equal portion of the electric distribution 
company's basic generation service load. 
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The system also includes an application server. The 
application server host application software calculates a 
second round price for each of products for a second round of 
bidding based on the specified starting price and a number of 
5 tranches bid for each of the products during a first round of 
bidding. The second round price is lower than the specified 
starting price for any of the products that received a number 
of tranches bid greater than a tranche target for that product 
during the first round of bidding. The second round price is 

10 equal to the specified starting price for any of the products 
that received a number of tranches bid one of equal to and 
less than the tranche target for that product during the first 
round of bidding. The application software also sends a first 
round result of the first round of bidding to qualified 

15 bidders. The first round result includes the second round 
price for each of the products and a notice of the number of 
tranches bid during the first round for each product and/or 
another measure of bidding activity such as excess supply. 

The application software repeats the steps of calculating 
20 round prices and sending round results for one or more 

subsequent rounds of bidding following the second round. A 
subsequent round price for each of the products for the one or 
more subsequent rounds of bidding is based on a previous round 
price of an immediately previous round of bidding and a number 
25 of tranches bid for each of the at least one of the plurality 
of products during the immediately previous round of bidding. 
The subsequent round price is lower than the previous round 
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price for any of the products that received a number of 
tranches bid greater than a tranche target for that product 
during the immediately previous round of bidding. The 
subsequent round price is equal to the previous round price 
for any of the products that received a number of tranches bid 
one of equal to and less than the tranche target for that 
product during the immediately previous round of bidding. The 
round results include the subsequent round price for each of 
the products and a notice of the number of tranches bid during 
the immediately previous round of bidding for each of the 
products. The round results also optionally include another 
measure of bidding activity such as the amount of excess 
supply offered. 

The application software also determines when the number 
of tranches bid during a round of bidding are one of equal to 
and less than the tranche target for each of the products, 
and, when the number of tranches bid for the round of bidding 
are one of equal to and less than a certain threshold for each 
of the at least one of the plurality of products such that no 
further bidding can take place under the auction rules, ends 
the auction after the round of bidding and awarding winning 
bidders an ending price for each of the products won by the 
winning bidders. 

The system further includes a database server, which 
stores auction data. A maximum number of tranches bid which 
is capable of being made by a single one of the qualified 
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bidders for a particular product is equal to or less than a 
load cap for that particular product. 

During one of the second round and subsequent rounds of 
bidding, receiving bids further includes receiving, from at 
5 least one of the qualified bidders, at least one of a 
withdrawal request and a switch request. The withdrawal 
request indicates a desire of the qualified bidder making the 
withdrawal request to remove a first indicated number of 
tranches from one or more particular products and to reduce a 

10 maximum number bids that the qualified bidder is capable of 
making in future rounds of the auction. A switch request 
indicates a desire of the qualified bidders making the switch 
request to switch a second indicated number of tranches from 
one of the products to one or more different products. The 

15 ending price for each of the products is a final price from a 
final round of bidding, a named exit price, a price at which 
retained withdrawn bids were last freely bid, or a price at 
which denied switched bids were last freely bid, depending on 
the bids needed to just fill the tranche target. 

20 In another embodiment, a method conducts a computer- 

based, simultaneous, multiple round, descending clock auction 
for basic generation services. The method includes the 
sequential, non- sequential , and sequence- independent steps of 
receiving electronic bids from bidders for one or more 

25 products, the electronic bids indicating a number of desired 
tranches for each product. Each of the products is a basic 
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generation service load of an electric distribution company. 
A tranche represents an equal portion of the electric 
distribution company's basic generation service load. The 
method also includes processing the electronic bids according 
to at least one auction rule using auction software and 
sending an auction result to the bidders. The auction result 
includes current prices of the products, a current number of 
tranches bid for each of the products, and/or winning bidders 
for each of the products. 

In another embodiment of the invention, the method 
further includes storing, before and/or during, bidder data 
obtained from the bidders through an auction application and 
qualification process and information regarding the products. 
The information includes at least one of a tranche target and 
a load cap for each of the at least one of the plurality of 
products . 

In another embodiment of the invention, the method also 
includes retrieving, during the auction, the bidder data and 
the information regarding the at least one of the plurality of 
products . 

In another embodiment of the invention, the method 
further includes submitting the electronic bids, over a wide- 
area network from the bidders, each of the bidders using a 
client browser. 
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In another embodiment of the invention, the step of 
submitting the electronic bids further includes sending a 
webpage to the client browser, which is used by the each of 
the a bidders to format and submit the electronic bids. 

5 In another embodiment of the invention, since the auction 

proceeds in multiple rounds, the step of processing the 
electronic bids further comprising calculating the current 
prices of the at least one tranche of the at least one of the 
plurality of products for each of the multiple rounds. 

10 In another embodiment, a method conducts a computer- 

based, simultaneous, multiple round, descending clock auction 
for basic generation services. The method includes the 
sequential, non- sequential , and sequence -independent steps of 
receiving electronic bids from qualified bidders indicating 

15 one or more desired tranches of one or more products at a 

specified starting price set by an Auction Manager for each of 
the at least one of the plurality of products during a first 
round of bidding. Each of the products comprises a basic 
generation service load of an electric distribution company. 

20 The one or more tranches represents an equal portion of the 

electric distribution company's basic generation service load. 

The method also optionally includes calculating a second 
round price for each of the products for a second round of 
bidding based on the specified starting price and a number of 
25 tranches bid for each of the at least one of the plurality of 
products during the first round. The second round price is 
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lower than the specified starting price for any of the at 
least one of the plurality of products that received a number 
of tranches bid greater than a tranche target for that product 
during the first round of bidding. The second round price is 
5 equal to the specified starting price for any of the at least 
one of the plurality of products that received a number of 
tranches bid one of equal to and less than the tranche target 
for that product during the first round of bidding. 

The method further optionally includes sending a first 
10 round result of the first round of bidding to the qualified 
bidders. The first round result includes the second round 
price for each of the products and a notice of the number of 
tranches bid during the first round for each of the products 
and/or another measure of bidding activity such as excess 
15 supply. The method also includes receiving bids for one or 
more tranches of the products from the qualified bidders at 
the second round price during the second round of bidding. 

The method further optionally includes repeating the 
steps of receiving bids, calculating next round prices and 

20 sending round results for one or more subsequent rounds of 

bidding following the second round. A subsequent round price 
for each of the products for the subsequent rounds of bidding 
is based on a previous round price of an immediately previous 
round of bidding and a number of tranches bid for each of the 

25 products during the immediately previous round of bidding. 
The subsequent round price is lower than the previous round 
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price for any of the products that received a number of 
tranches bid greater than a tranche target for that product 
during the immediately previous round of bidding. The 
subsequent round price is equal to the previous round price 
5 for any of the at least one of the plurality of products that 
received a number of tranches bid one of equal to and less 
than the tranche target for that product during the 
immediately previous round of bidding. The round results 
include the subsequent round price for each of the products 
10 and a notice of the number of tranches bid during the 
immediately previous round of bidding for each of the 
products. The round results also optionally include another 
measure of bidding activity such as the amount of excess 
supply offered. 

15 The method also optionally includes determining when the 

number of tranches bid during a round of bidding are equal to 
or less than the tranche target for each of the at least one 
of the plurality of products and, when the number of tranches 
bid for the round of bidding are equal to or less than the 

20 certain threshold for each of the products such that no 

further bidding can take place under the auction rules, ending 
the auction after the round of bidding and awarding winning 
bidders an ending price for each of the at least one of the 
plurality of products won by the winning bidders. 

25 In another embodiment of the invention, the bidders are 

qualified during a pre-auction qualification process. 
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In another embodiment of the invention, the specified 
starting price is within a range of a maximum starting price 
and a minimum starting price for each of the products, which 
are announced before the start of the auction. In another 
embodiment, the specified starting price for the products are 
different from the specified starting price of the other 
products . 

In another embodiment of the invention, the one or more 
tranches that are submitted by the bidders are from a single 
product. In another embodiment, the one or more tranches are 
from different products. 

In another embodiment of the invention, a maximum number 
of tranches bid which is capable of being made by a single one 
of the qualified bidders is equal to or less than a bidding 
eligibility of the qualified bidder. In another embodiment, 
the bidding eligibility for the first round of bidding is 
equal to an initial number of tranches for which the qualified 
bidder applied before the auction started. In an alternate 
embodiment of the invention, the bidding eligibility for 
subsequent rounds of bidding is equal to a total number of 
tranches bid placed by the qualified bidder during the 
immediately previous round of bidding. 

In another embodiment of the invention, a maximum number 
of tranches bid which is capable of being made by a single 
qualified bidder for a particular product is equal to or less 
than a load cap for that particular product. 
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In another embodiment of the invention, a duration of the 
round of bidding is extended wtien a qualified bidder submits 
an extension request before a bidding phase of the round of 
bidding has ended or is automatically granted an extension. 
5 During the extension, all of tine qualified bidders are capable 
of submitting new bids, and a number of extensions remaining 
for the qualified bidders who submitted requests is 
decremented. 

In another embodiment of the invention, the notice of the 
10 number of tranches bid and/or of the excess supply bid on the 
various products, which is reported in a round result, is a 
total number of tranches available in the auction or a range 
of numbers, the range having between five and ten integers. 
An exact number of tranches bid submitted during an 
15 immediately previous round falls within the range of numbers, 
and the largest integer of the range of numbers is divisible 
by five. 

In another embodiment of the invention, during one of the 
second round and subsequent rounds of bidding, the step of 

20 receiving bids further includes receiving, from one or more of 
the qualified bidders, a withdrawal requests and/or a switch 
request. The withdrawal request indicates a desire of the 
qualified bidders making the withdrawal request to remove a 
first indicated number of tranches from one or more particular 

25 product and to reduce a maximum number bids that the qualified 
bidder making the withdrawal request is capable of making in 
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future rounds of the auction. A switch request indicates a 
desire of the qualified bidder making the switch request to 
switch a second indicated number of tranches from one or more 
of the products to one or more different products. 

5 In another embodiment of the invention, the one or more 

qualified bidder names an exit price for the first indicated 
number of tranches in the withdrawal request or abstains from 
naming an exit price for the first indicated number of 
tranches in the withdrawal request. In another embodiment, 
10 when the exit price is named, the same exit price is named for 
all bids that are request for withdrawal from a given product. 

In another embodiment of the invention, the withdrawal 
request is at least partially refused for a refused number of 
tranches when accepting the withdrawal request in full would 

15 cause the number of tranches bid for the particular product 
from which the bid would be withdrawn to fall below the 
tranche target for that product. One or more of the refused 
number of tranches is retained on the product on which the 
refused number of tranches was bid. The refused number of 

20 tranches is reported to the qualified bidder. 

In another embodiment of the invention, when the 
qualified bidder names an exit price, the refused number of 
tranches for which withdrawal is refused is retained on the at 
least one of the plurality of products on which the refused 
25 number of tranches was bid at a price equal to the named exit 
price . 
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In another embodiment of the invention, when the bidder 
abstains from naming an exit price, the refused number of 
tranches for which withdrawal is refused is retained on the at 
least one of the plurality of products on which the refused 
5 number of tranches was bid at a price equal to a price of a 
last round during which the refused number of tranches was 
freely bid before the withdrawal request was made. 

In another embodiment of the invention, a bidder 
eligibility of the qualified bidder making the withdrawal 
10 request is lowered by the first indicated number of tranches 
even when the withdrawal request is refused. 

In another embodiment of the invention, when, if at least 
two qualified bidders make withdrawal requests and named an 
exit price and the withdrawal requests are refused, bids of a 

15 bidder having a lower named exit price is retained first. In 
an alternate embodiment, when the at least two qualified 
bidders name an identical exit price, earlier confirmed bids 
in the round of bidding are retained or a decision on which 
tranches to retain are made on a random, tranche by tranche 

20 basis. 

In another embodiment of the invention, the refused 
number of tranches retained on the product are released and 
allowed to be withdrawn during a first subsequent round during 
which a sufficient number of new bids are entered for the 
25 product such that a total number of tranches bid for that 

product for the first subsequent round is equal to or greater 
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than the tranche target for that product. The release of the 
retained bids is reported to the qualified bidder making the 
withdrawal request . 

In another embodiment of the invention, the switch 
5 request is at least partially refused for a refused number of 
tranches when accepting the switch request in full would cause 
the number of tranches bid for the product from which the bid 
would be switched to fall below the tranche target for that 
product. The refused number of tranches is retained on the at 
10 least one of the plurality of products on which the refused 
number of tranches was bid. The number of refused bids is 
reported to the qualified bidder making the switch request. 

In another embodiment of the invention, the refused 
number of tranches or which switching is refused is retained 
15 on the product on which the refused number of tranches was bid 
at a price equal to a price of a last round during which the 
refused number of tranches was freely bid before the switching 
request was made. 

In another embodiment of the invention, the refused 
20 number of tranches retained on the product is released and 

allowed to be switched during a first subsequent round during 
which a sufficient number of new bids are entered for the 
product such that a total number of tranches bid for that 
product for the first subsequent round is equal to or greater 
25 than the tranche target for that product. The release of the 
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retained bids is reported to the qualified bidder making the 
switch request. 

In another embodiment of the invention, the released bids 
from the switch request are deemed to be bid for the products 
5 from which they were released at a bidding price for the 
product for the first subsequent round of bidding after the 
bids are released. 

In another embodiment of the invention, if the switching 
request is made to switch the second indicated number of 

10 tranches into at least two different ones of the at least one 
of the plurality of products, the at least one bidder 
specifies a switching priority. The switching priority 
indicates a preference among the at least two different ones 
of the at least one of the plurality of products into which 

15 the at least one bidder desires to switch. 

In another embodiment of the invention, when both a 
withdrawal request and a switching request are made for a 
particular product, and the withdrawal request and the 
switching request are both at least partially refused for a 

20 refused number of withdrawn bids and a refused number of 

switched bids because accepting the withdrawal request and the 
switching request would cause a total number of tranches bid 
for the particular product to fall below the tranche target 
for that particular product, the refused number of withdrawn 

25 bids is retained first. The refused number of switched bids 
is retained when retaining the refused number of withdrawn 
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bids still fails to raise the total number of tranches bid to 
at least equal the tranche target . 

In another embodiment of the invention, the ending price 
for each of the products is a final price from a final round 
5 of bidding, a named exit price, a price at which retained 
withdrawn bids were last freely bid, or a price at which 
denied switched bids were last freely bid, depending on the 
bids needed to just fill the tranche target. 

In another embodiment of the invention, a target auction 
10 volume comprises a total number tranches that a total number 
of electric distribution companies will purchase through the 
computer-based auction. 

In another embodiment of the invention, the Auction 
Manager is capable of revising the target auction volume. 

15 In another embodiment of the invention, the Auction 

Manager pauses the computer-based auction in order to revise 
the target auction volume at a time that is one of during and 
after a bidding phase of a round. 

In another embodiment, a method conducts a computer- 
20 based, simultaneous, multiple round, descending clock auction 
for basic generation services. The method includes the 
sequential, non- sequential , and sequence -independent steps of 
receiving electronic bids from qualified bidders indicating 
two or more desired tranches of one or more products at a 
25 specified starting price set by an Auction Manager for each 
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one or more products during a first round of bidding. Each 
product comprises a basic generation service load of an 
electric distribution company. A tranche represents an equal 
portion of the electric distribution company's basic 
5 generation service load. 

The method also optionally includes calculating a second 
round price for each of the products for a second round of 
bidding based on the specified starting price and a number of 
tranches bid for each of the products during the first round 

10 of bidding. The second round price is lower than the 

specified starting price for any of the at least one of the 
plurality of products that received a number of tranches bid 
greater than a tranche target for that product during the 
first round of bidding. The second round price is equal to 

15 the specified starting price for any of the at least one of 
the plurality of products that received a number of tranches 
bid one of equal to and less than the tranche target for that 
product during the first round of bidding. 

The method further optionally includes sending a first 
20 round result of the first round of bidding to the qualified 
bidders. The first round result includes the second round 
price for each of the products and a notice of the number of 
tranches bid during the first round for each of the products 
and/or another measure of bidding activity such as excess 
25 supply. The method also includes receiving bids for two or 
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more tranches of the products from qualified bidders at the 
second round price during the second round of bidding. 

The method further optionally includes repeating the 
steps of receiving bids, calculating next round prices and 
5 sending round results for at one or more subsequent rounds of 
bidding following the second round. A subsequent round price 
for each of the products for the subsequent rounds of bidding 
is based on a previous round price of an immediately previous 
round of bidding and a number of tranches bid for each of 

10 products during the immediately previous round of bidding. 
The subsequent round price is lower than the previous round 
price for any of the products that received a number of 
tranches bid greater than a tranche target for that product 
during the immediately previous round of bidding. The 

15 subsequent round price is equal to the previous round price 

for any of the products that received a number of tranches bid 
equal to or less than the tranche target for that product 
during the immediately previous round of bidding. The round 
result includes the subsequent round price for each of the 

20 products and a notice of the number of tranches bid during the 
immediately previous round of bidding for each of the 
products. The round results also optionally include another 
measure of bidding activity such as the amount of excess 
supply offered. 

25 The method also optionally includes determining when the 

number of tranches bid during a round of bidding is equal to 
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or less than the tranche target for each of the products, and, 
when the number of tranches bid for the round of bidding is 
equal to or less than the certain threshold for each of the 
products such that no further bidding can take place under the 
5 auction rules, ending the auction after the round of bidding 
and awarding winning bidders an ending price for each of the 
products won by the winning bidders. A maximum number of 
tranches bid which is capable of being made by a single 
qualified bidder is equal to or less than a bidding 
10 eligibility of that qualified bidders. 

During the second round or subsequent rounds of bidding, 
the step of receiving bids further optionally includes 
receiving, from one or more of the qualified bidders, a 
withdrawal request and/or a switch request. The withdrawal 

15 request indicates a desire of the qualified bidder making the 
withdrawal request to remove a first indicated number of 
tranches from at one or more particular products and to reduce 
a maximum number bids that that qualified bidder is capable of 
making in future rounds of the auction. A switch request 

20 indicates a desire of the qualified bidder making the switch 
request to switch a second indicated number of tranches from 
one of the products to one or more different products. The 
ending price for each of products is a final price from a 
final round of bidding, a named exit price, a price at which 

25 retained withdrawn bids were last freely bid, or a price at 

which denied switched bids were last freely bid, depending on 
the bids needed to just fill the tranche target. 
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In another embodiment, a method conducts an auction in 
simultaneous, multiple round, descending clock auction format 
for basic generation services. The method includes the 
sequential, non-sequential, and sequence -independent steps of 
5 receiving bids from qualified bidders indicating one or more 
desired tranches of one or more products at a specified 
starting price set by an Auction Manager for each one or more 
products during a first round of bidding. Each product 
comprises a basic generation service load of an electric 
10 distribution company. A tranche represents an equal portion 
of the electric distribution company's basic generation 
service load. 

The method also optionally includes calculating a second 
round price for each of the products for a second round of 

15 bidding based on the specified starting price and a number of 
tranches bid for each of the products during the first round 
of bidding. The second round price is lower than the 
specified starting price for any of the at least one of the 
plurality of products that received a number of tranches bid 

20 greater than a tranche target for that product during the 

first round of bidding. The second round price is equal to 
the specified starting price for any of the at least one of 
the plurality of products that received a number of tranches 
bid one of equal to and less than the tranche target for that 

25 product during the first round of bidding. 
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The method further optionally includes sending a first 
round result of the first round of bidding to the qualified 
bidders. The first round result includes the second round 
price for each of the products and a notice of the number of 
5 tranches bid during the first round for each of the products 
and/or another measure of bidding activity such as excess 
supply. The method also includes receiving bids for two or 
more tranches of the products from qualified bidders at the 
second round price during the second round of bidding. 

10 The method further optionally includes repeating the 

steps of receiving bids, calculating next round prices and 
sending round results for at one or more subsequent rounds of 
bidding following the second round. A subsequent round price 
for each of the products for the subsequent rounds of bidding 

15 is based on a previous round price of an immediately previous 
round of bidding and a number of tranches bid for each of 
products during the immediately previous round of bidding. 
The subsequent round price is lower than the previous round 
price for any of the products that received a number of 

20 tranches bid greater than a tranche target for that product 
during the immediately previous round of bidding. The 
subsequent round price is equal to the previous round price 
for any of the products that received a number of tranches bid 
equal to or less than the tranche target for that product 

25 during the immediately previous round of bidding. The round 
result includes the subsequent round price for each of the 
products and a notice of the number of tranches bid during the 
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immediately previous round of bidding for each of the 
products. The round results also optionally include another 
measure of bidding activity such as the amount of excess 
supply offered. 

5 The method also optionally includes determining when the 

number of tranches bid during a round of bidding is equal to 
or less than the tranche target for each of the products, and, 
when the number of tranches bid for the round of bidding is 
equal to or less than the certain threshold for each of the 

10 products such that no further bidding can take place under the 
auction rules, ending the auction after the round of bidding 
and awarding winning bidders an ending price for each of the 
products won by the winning bidders. A maximum number of 
tranches bid which is capable of being made by a single 

15 qualified bidder is equal to or less than a bidding 
eligibility of that qualified bidders. 

During the second round or subsequent rounds of bidding, 
the step of receiving bids further optionally includes 
receiving, from one or more of the qualified bidders, a 

20 withdrawal request and/or a switch request. The withdrawal 

request indicates a desire of the qualified bidder making the 
withdrawal request to remove a first indicated number of 
tranches from at one or more particular products and to reduce 
a maximum number bids that that qualified bidder is capable of 

25 making in future rounds of the auction. A switch request 

indicates a desire of the qualified bidder making the switch 
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request to switch a second indicated number of tranches from 
one of the products to one or more different products. The 
ending price for each of products is a final price from a 
final round of bidding, a named exit price, a price at which 
5 retained withdrawn bids were last freely bid, or a price at 
which denied switched bids were last freely bid, depending on 
the bids needed to just fill the tranche target. 

In another embodiment of the invention, the step of 
receiving bids manually from qualified bidders includes 
10 receiving bids orally using telephonic means, receiving bids 
through postal mail, hand delivery, and/or receiving bids by 
facsimile . 

In another embodiment of the invention, the step of 
submitting a round result is performed manually by means 
15 including sending the round result orally using telephonic 
means, sending the round result through postal mail, hand 
delivery, and/or sending the round result by facsimile. 

In another embodiment of the invention, the Auction 
Manager processes the bids using a computer program and/or a 
20 spreadsheet . 

There has thus been outlined, rather broadly, the more 
important features of the invention and several, but not all, 
embodiments in order that the detailed description thereof 
that follows may be better understood, and in order that the 
25 present contribution to the art may be better appreciated. 
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There are, of course, additional features of the invention 
that will be described hereinafter and which will form the 
subject matter of the claims appended hereto. 

In this respect, before explaining at least one 
5 embodiment of the invention in detail, it is to be understood 
that the invention is not limited in its application to the 
details of construction and to the arrangements of the 
components set forth in the following description or 
illustrated in the drawings. The invention is capable of 
10 other embodiments and of being practiced and carried out in 
various ways. Also, it is to be understood that the 
phraseology and terminology employed herein are for the 
purpose of description and should not be regarded as limiting . 

As such, those skilled in the art will appreciate that 
15 the conception, upon which this disclosure is based, may 
readily be utilized as a basis for the designing of other 
structures, methods and systems for carrying out the several 
purposes of the present invention. It is important, 
therefore, that the claims be regarded as including such 
20 equivalent constructions insofar as they do not depart from 
the spirit and scope of the present invention. 

Further, the purpose of the foregoing abstract is to 
enable the U.S. Patent and Trademark Office and the public 
generally, and especially the scientists, engineers and 
25 practitioners in the art who are not familiar with patent or 
legal terms or phraseology, to determine quickly from a 
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cursory inspection the nature and essence of the technical 
disclosure of the application. The abstract is neither 
intended to define the invention of the application, which is 
measured by the claims, nor is it intended to be limiting as 
5 to the scope of the invention in any way. 

These, together with other objects of the invention, 
along with the various features of novelty that characterize 
the invention, are pointed out with particularity in the 
claims annexed to and forming a part of this disclosure. For 
10 a better understanding of the invention, its operating 

advantages and the specific objects attained by its uses, 
reference should be had to the accompanying drawings and 
descriptive matter in which there is illustrated preferred 
embodiments of the invention. 

15 BRIEF DESCRIPTION OF THE DRAWINGS 

FIGURES lA and IB are flowcharts of a prior art method of 
computer-based auctioning; 

FIGURE 2 is flowchart of a prior art method of computer- 
based auctioning; 

20 FIGURE 3A is a block diagram of a prior art system for 

computer-based auctioning; 

FIGURE 3B is a flowchart of a prior art method of 
computer-based auctioning; 
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FIGURE 4 is a network diagram of a system for computer- 
based auctioning of basic generation services according to the 
present invention; 

FIGURE 5 is a block diagram of a system for computer- 
5 based auctioning of basic generation services according to the 
present invent ion; 

FIGURE 6 is a flowchart of a method of conducting a 
computer-based auction for basic generation services according 
to the present invention; 

10 FIGURE 7 is a flowchart of a method of a pre-auction 

process according to the present invention; 

FIGURES 8A and 8B are flowcharts of a method of 
conducting a first round of bidding for basic generation 
services according to the present invention; 

15 FIGURES 9A and 9B are flowcharts of a method of 

conducting a second round of bidding for basic generation 
services according to the present invention; 

FIGURE 10 is a flowchart of a method of making withdrawal 
requests in an auction for basic generation services according 
20 to the present invention; 

FIGURE 11 is a flowchart of a method of making switching 
requests in an auction for basic generation services according 
to the present invention; 
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FIGURE 12 is a flowchart of a method of conducting 
subsequent rounds of bidding basic generation services 
according to the present invention; 

FIGURE 13 is a flowchart of a method of determining 
ending prices for winning bidders in an auction for basic 
generation services according to the present invention; 

FIGURE 14 illustrates sample results of an auction for 
basic generation services; 

FIGURE 15 illustrates a sample round report; 

FIGURE 16 illustrates an Auction Manager's round report; 

FIGURE 17 is an illustration of a computer used for 
implementing the computer processing in accordance with a 
computer- implemented embodiment of the present invention; 

FIGURE 18 illustrates a block diagram of the internal 
hardware of a computer; and 

FIGURE 19 illustrates a block diagram of an alternate 
embodiment of a computer used for implementing the computer 
processing in accordance with a computer- implemented 
embodiment of the present invention. 

DESCRIPTION OF THE PREFERRED EMBODIMENTS 

Reference now will be made in detail to the presently 
preferred embodiments of the invention. Such embodiments are 
provided by way of explanation of the invention, which is not 
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intended to be limited thereto* In fact, those of ordinary 
skill in the art may appreciate upon reading the present 
specification and viewing the present drawings that various 
modifications and variations can be made. 

5 For example, features illustrated or described as part of 

one embodiment can be used on other embodiments to yield a 
still further embodiment. Additionally, certain features may 
be interchanged with similar devices or features not mentioned 
yet which perform the same or similar functions. It is 
10 therefore intended that such modifications and variations are 
included within the totality of the present invention. 

Overview 

The auctioning method and system of the current invention 
arose from activities that took place within the New Jersey 

15 energy market. New Jersey implemented retail choice in August 
of 1998, at which time the state adopted a four-year 
transition period. During the first three years of the 
transition period. New Jersey's electric distribution 
companies supplied electricity to customers who did not switch 

20 to a competitive retailer. In the fourth year, however, the 
restructuring legislation called for competitive suppliers to 
provide basic generation services. 

New Jersey held a statewide auction in 2002 in response 
to this legislative imperative. The goal of the auction was 
25 to provide basic generation services to customers at a cost 
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consistent with market conditions and to move forward the 
transition in New Jersey to retail provision of these 
services. The New Jersey auction allowed the electric 
distribution companies to procure full -requirements service, 
5 which consists of the necessary energy, capacity, network 

transmission, and ancillary services to serve basic generation 
demand . 

The present invention is directed to a computer-based 
system for conducting a simultaneous, multiple round, 

10 descending clock ("SDCA") auction. The embodiment described 
below pertains particularly to auctioning of basic generation 
services (*'BGS")/ although the auction format can be applied 
to auctions for other types of goods, products, or services. 
BGS serves as a backstop for those customers who either do not 

15 switch to a competitive supplier, or who are dropped by their 
competitive supplier. 

The '^product" for a BGS auction is the amount of supply, 
or load, required by a particular electric distribution 
company (^'EDC'') . The BGS load for an EDC is the load 
20 associated with retail electricity customers and is obtained 
by subtracting the load of third party suppliers from retail 
load in an EDC zone. 

A biddable portion of a particular product is called a 
tranche. A tranche is a fixed percentage of an EDC's BGS load 
25 that represents, for example, approximately 100 MW (megawatts) 
of peak demand. Each EDC estimates its BGS peak load share in 
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order to determine the number of tranches to be purchased 
through the auction. 

A winning bidder, or supplier, will provide full 
requirements service for the percentage of the EDC's BGS load 
5 that corresponds to the number of tranches won. Full 

requirements service means that the provider is responsible 
for fulfilling all of the requirements of a Load Serving 
Entity C'LSE"), including capacity, energy, ancillary 
services, and transmission. A supplier may win two or more 

10 tranches for one or more EDCs . In exchange for assuming this 
responsibility, a winning supplier receives the final auction 
price, or ending price, for the load it serves. The load 
served by a winning supplier is equal to its share of the 
EDC's BGS load (the number of tranches won times the size of 

15 the tranche) times the EDC's BGS load for the period. The 
final auction price is a price in cents per kWh {<:/kWh) , and 
it may be different for each product. 

For example, a supplier wins 7 tranches, or 13.72% of the 
total load, for the EDC Alpha Power at a price of 6.1<:/kWh. 
20 If, in a month, the Alpha Power load were 2,100,000 MWh, then 
the supplier would be paid $17,575 million (13.72% of 
2,100,000 MWh at 6.1<:/kWh). 

The SDCA auction is simultaneous in that all relevant 
products, e.g., tranches for all of the EDCs, can be sold at 
25 once, thus lowering the cost of bidder participation and the 
cost for an Auction Manager of holding the auction. 
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In a multiple round format, after bidders have finished a 
round, they can get information regarding the current state of 
bidding and can make an informed and strategic decisions for 
bidding in the next round. The multiple round format is 
5 advantageous in that it induces bidders to move from one 
product to another whenever there are unwarranted price 
differentials among products. 

In a round, the Auction Manager announces a price for 
each EDC. Bidders bid by providing the number of tranches 
10 that they are willing to serve for each EDC at the prices 
announced by the Auction Manager. If the supply bid is 
greater than the load to be procured for an EDC, the price for 
that EDC is reduced for the next round. In the next round, 
bidders are given an opportunity to bid again. 

15 Finally, in the descending clock format, prices for each 

product decrease incrementally from the specified starting 
price until supply is just sufficient to meet the product 
demand, which is the load to be procured for each EDC. 
Bidders that hold the final bids when the auction closes are 

20 the winners. All products are set at a fixed and/or uniform 
price (hereinafter referred to as ''fixed price") a particular 
round. Therefore, the bidders are bidding, not on price, but 
rather on the amount of service they are willing to supply for 
a particular product. There are several benefits of fixed 

25 prices for products. One is that fixed prices give bidders a 
transparent way to determine the price of the products on 
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which they are bidding. Such transparency reduces the risk to 
bidders and encourages maximum participation. Furthermore, 
fixed ensures that portions of a particular product all sell 
for the same price. 

5 Auction System 

In one embodiment of the present invention, bids are 
accepted electronically through web-based auction software. 
One of more embodiments of the auction software is based on 
the SimulCommerce™ auction software owned by Optimal Auctions, 

10 Inc (d/b/a/ Alkera, Inc.), located at 2000 Powell Street, 

Suite 510 Emeryville, CA 94608. (See Appendix A.) The basic 
and standard Simul Commerce™ software is designed for 
ascending, multiple round auctions, and is incorporated herein 
by reference. In order to accommodate the SDCA auction, the 

15 Simul Commerce™ software was modified to perform the 

functionality described herein. (See Appendix B.) Other 
standard auction software packages may optionally be used. 

FIGURE 4 is a network diagram of a system for computer- 
based auctioning of BGS according to the present invention. 
20 Auction system 400 comprises, for example: client browsers 
402; wide-area network 404, e.g., the Internet; application 
server 406; web server 408; auction application software 410; 
and auction database server 412. 

FIGURE 5 illustrates the architecture of the software 
25 utilized to implement the auction method of the current 
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invention. The auction software accepts bids from- the bidder 
entered from a local workstation over a public communications 
network, e.g., the Internet, and then processes the bid. The 
auction software also allows the Auction Manager to monitor 
5 the auction from a central location. 

Although the Auction Manager may be a person, in one 
embodiment, the decisions made by the Auction Manager and 
actions taken by the Auction Manager during the course of the 
auction are influenced by information provided by the 
10 application software. Therefore, in the description below, 

the actions attributed to the Auction Manager are facilitated, 
at least in part, by auction application software 410. 

The bidder enters a bid on a client browser 402, e.g., a 
personal computer, over the network, utilizing, for example, a 

15 web browser such as Microsoft™ Internet Explorer. The bid is 
submitted electronically to application server 406 by way of 
web server 408 in tier 2. Web server 408 and application 
server 406, also in tier 2, may reside on a single computer 
located at the Auction Manager's location, or may reside on 

20 separate computers. A program hosted by web server 408 sends 
a web page to the client browser in tier 1, which is used by 
the bidder to format and submit its bid. The bidder populates 
the webpage with its bidding information and submits the bid 
over the network to the web sever 4 08 and on to application 

25 server 4 06 in tier 2 using secure technology. 
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Application server 406 uses software, for example, 
standard Jakarta Tomcat 3.2.2, or other standard software, to 
handle the bidding transaction. The tier 2 application server 
406 also runs auction application software 410 in tier 3. 
5 Auction application software 410 controls the auction, in this 
case, the SDCA auction format 510, and processes submitted 
bids according to the auction rules. The functions performed 
by auction application software 410 include tracking, 
monitoring, and determining when to end the auction. For 
10 example, auction application software 410 in tier 3 calculates 
the prices for each round, determines when the supply bid is 
sufficient to meet the load to be procured, identifies which 
bidders are winners of the final bids, and calculates ending 
prices for each EDC. 

15 The auction database server 412 in tier 4 stores bidder 

data obtained through the application and qualification 
process and the information regarding the products being 
auctioned, e.g., the tranche targets and load caps of the 
electronic distribution companies C'EDCs") . To process 

20 submitted bids, application server 406, running auction 

application software 410, accesses the auction database server 
412 to write bidder and product data to the auction database 
server 412 and to read the data from the auction database 
server 412. The auction database server 412 does not perform 

25 any calculations associated with the auction. The auction 

database server 412 may be maintained separately from the web 
server 406 and application server 406 to maintain the security 
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of the information stored in database and can also be located 
at the Auction Manager's location. 

The Auction Manager also may maintain a back-up server 
and a system login computer (not shovm) , which logs all hits 
5 to web server 408 and application server 406, in addition to 
maintaining web server 408, application server 406, and the 
auction database server 412. This complete complement of 
servers allows the Auction Manager to retain control over all 
aspects of the auction process. 

10 In addition to submitting bids electronically using a 

computer, in one or more embodiments of the present invention, 
bidders may also submit bids using other, non-computer 
methods, in view of the advantageous auction rules. Bid may 
be submitted, for example, orally using a telephone (bidder 

15 calls in bid to the Auction Manager) , by mail (bidder mails in 
bid to the Auction Manager) , hand delivery (bidder hand 
delivers bid to the Auction Manager) , or by facsimile (bidder 
faxes in bid to the Auction Manager) . Other, non-computer- 
based methods of submitting bids are also contemplated by the 

20 present invention. Bids submitted manually, for example, 

through mail, hand delivery, or facsimile, may be submitted 
using a spreadsheet format, denoting the quantity of trenches 
bid for each EDC. 

Auction Process 
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For the auctioning of BGS, a ''product" is an EDC's BGS 
load. A tranche represents an equal portion of an EDC's BGS 
load. As described below in greater detail, bidders bid a 
number of tranches of each product. A "bid" is the number of 
5 tranches of each EDC's system to which a bidder wished to 
subscribe. A tranche of a product is a ''full requirements 
tranche" of the BGS load for an EDC. A full requirements 
tranche means that the supplier is responsible for fulfilling 
all the energy requirements, including capacity, energy, 
10 ancillary services, transmission, and any other service as may 
be required. The size of a tranche for an EDC is a given 
percentage of the BGS load. This percentage is set 
individually for each EDC so as to represent approximately, 
for example, 100 MW of BGS Peak Load Share. 

15 Due to weather, migration, load growth, and other 

factors, the actual obligations of each tranche are subject to 
uncertainty. BGS suppliers must be ready to meet any changes 
in these obligations. Data, which may be made available to 
potential suppliers before the start of the BGS auction 

20 includes, for example: BGS peak load allocations and total 

zonal values for capacity and transmission; the hourly demand 
of the BGS load; the periods and approximate quantities of all 
known sources of committed supply which terminate during the 
period in which suppliers would server or which span this 

25 period; and BGS monthly switching history (number of customers 
and estimated load) . Information on how these data are 
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related to a potential BGS supplier's obligation may also be 
provided. The data may include the associated losses. 

The SDCA auction format proceeds in a series of rounds. 
During the bidding phase of each round, each bidder indicates 
5 how many tranches of each EDC the bidder wishes to serve at 
the prices announced by the Auction Manager. After the 
bidding phase of a round, the Auction Manager reduces the 
price for the tranches of an EDC by a decrement if the bidders 
subscribe to more tranches for that EDC than are available. 
10 If the tranches of an EDC are just subscribed or are 

under subscribed, the announced price of a tranche for that EDC 
does not change in the next round. The Auction Manager then 
announces the new prices for each EDC before bidding in the 
next round opens . 

15 Each round is formally divided into two phases: a 

''bidding" phase and a ''reporting" phase. In the bidding 
phase, bidders submit their bids. In the BGS auction, the 
primary means for bidding is for bidders to log into auction 
application software 410 through an auction website and submit 

20 their bids on-line during the bidding phase. As long as the 
bidding phase is open, bidders can revise their bids. The 
last bid that a bidder submits and that was confirmed during 
the biding phase of the round is the bid that counts. 

If a bidder has bid on an EDC and the price of the EDC's 
25 tranches does not decrease in a round, the bidder cannot 

reduce the number of tranches bid for that EDC. The bidder 
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cannot withdraw tranches from that EDC or switch from that EDC 
to another, as described below in more detail. However, even 
if a bidder cannot decrease the number of tranches bid for an 
EDC for many rounds, a bidder may be able to do so later in 
5 the auction as other bidders switch into the product whose 
price has remained higher. Furthermore, bidders cannot 
increase the total number of tranches they bid during the 
auction. If a tranche is not offered in the first round, it 
cannot be offered later in the auction. Once a tranche is 
10 withdrawn from the auction, it cannot be bid again. 

All bids are considered to be binding offers to supply 
the stated number of tranches for each EDC at the going prices 
announced by the Auction Manager. Offers to supply at the 
going prices cannot be rescinded. If an EDC is fully 

15 subscribed once, either the bids on that EDC remain until the 
end of the auction, or the bids (some or all of them) are 
replaced by offers to supply the same quantity at a lower 
price. Thus, as long as each EDC is fully subscribed at some 
point during the auction, then each EDC will be fully 

20 subscribed at the end of the auction. 

In the reporting phase of the round, the Auction Manager 
reviews the results of the previous bidding phase and informs 
the bidders of these results. All bidders are informed of the 
going prices for the next bidding phase and are provided with 
25 a measure of the total number of tranches bid in the auction 
or another measure of activity, such as the amount of excess 
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supply. Each bidder privately receives the results of the 
bidder's own bid from the previous round, but no information 
as to other bidders' bids, providing each bidder with its 
obligation at this point in the auction. In one embodiment, 
5 round results may be sent to bidders over web server 408 to 
client browser (s) 402. In one or more alternate embodiments, 
round results may be reported manually, for example, orally 
using a telephone, by mail, hand delivery, or by facsimile. 

The auction continues and the prices tick down until, for 
10 each EDC's system, the total number of tranches subscribed 
falls to the point where it equals the number of tranches 
needed. When the auction ends, the bidders holding the 
tranches at the final auction prices are the auction winners. 

Winners for each product are not determined until the 
15 auction has closed for all products. It is possible for the 
price of a particular EDC not to tick down because the number 
of tranches bid is just equal to the number of tranches 
desired. However, as the auction progresses and the prices 
for the other products tick down, some bidders will switch to 
20 that EDC, which will cause the price for the EDC's tranches to 
tick down again. Hence, until bidding stops for all products, 
the winners cannot be determined for any one product . There 
is no matching of suppliers to customers during the course of 
the auction or selection of winner by the Auction Manager. At 
25 the end of the auction, suppliers are revealed to be winners 
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by not withdrawing from the auction. All bidders that win 
tranches for an EDC are given the same price per kWh. 

FIGURE 6 is a flowchart of a method of conducting a 
computer-based auction for basic generation services according 
to the present invention. In general, auction process 600 
comprises, for example, a pre-auction process (step 602), a 
first round of bidding (step 604), and second round of bidding 
(612) , any subsequent rounds of bidding (step 616) as are 
necessary, and an end- of -auction process, that includes 
calculating ending prices for each EDC (step 620) . 

During the pre-auction process (step 602) , bidders 
qualify to participate in the auction and the Auction Manager 
announces the tranche target and load cap for each EDC. The 
load cap may be specified for the entire auction volume 
instead. The tranche target is the number of tranches that a 
particular EDC wants to purchase. The load cap for an EDC is 
a maximum number of tranches that any one bidder can bid for 
that EDC. In the case of a load cap for the entire auction, 
the load cap is a maximum number of tranches that any one 
bidder can bid in the auction. An EDC can impose a load cap 
to limit its exposure to any one credit source. The Auction 
Manager also announces the starting prices for each EDC. The 
pre-auction process is described below in more detail. 

After the pre-auction process is completed, bidders 
participate in a first round of bidding (step 604) . During or 
after the first round of bidding, the Auction Manager may 

55 

WASHINGTON 225789v3 



Docket No. 113217.120 USl 



Patent 



determine that the target auction volume, i.e., the number of 
tranches to be procured through the auction, needs to be 
revised (step 606), to ensure the competitiveness of the 
auction. The Auction Manager may then call a pause in the 
5 auction, or a "time-out (step 608) , to revise the target 

auction volume (step 610) . The time-out may be called during 
or immediately after the bidding phase of the first round. 
The time-out last for a pre -determined period of time, for 
example, four hours, after which the reporting phase of the 
10 round resumes. 

The target auction volume is initially set to be the full 
BGS load for all EDCs. The full BGS load is the largest 
portion of BGS load that can be purchased through the auction. 
If the target auction volume is restricted to less than 100% 

15 of the BGS load for all EDCs, each EDC may implement a 

contingency plan for their remaining tranches. If the full 
BGS load is purchased through the auction, then no portion of 
the BGS is purchased through the contingency plan. Under 
their contingency plans, the EDCs may purchase necessary 

20 services including, for example, installed capacity, and 

ancillary services, etc., through PJM-administered markets. 
An EDC would implement its contingency plan if its tranches 
were not fully subscribed or if a winning bidder defaults. 

If revision of the target auction volume is necessary, 
25 the Auction Manager uses a set of guidelines, which may be 
pre-approved by an appropriate governing body, to reset the 
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target auction volume. The revised target auction volume is 
determined as a function of the sum of bids in the first round 
and a target eligibility ratio (a desired ratio of first round 
bids to the full BGS load) . In addition, factors such as the 
5 number of bidders and individual bids could be taken into 
account in setting the target eligibility ratio and in 
deciding whether the target auction volume should be the full 
BGS load for all EDCs . 

The target auction volume is reset to the number of 

10 tranches bid in the first round divided by a parameter, which 
represents the ratio of the first round bids to the full BGS 
load, called initial eligibility ratio. The parameter is 
chosen by the Auction Manager to be between, for example, 1.25 
and 1.6. The precise value of this parameter depends on 

15 various factors, such as the number of bidders and the 

characteristics of individual bids. This adjustment ensures 
that, to start the auction, there are between 1.25 and 1.6 
tranches bid for every tranche to be bought, and therefore, it 
is a competitive bidding environment. The following example 

20 illustrates how it is envisioned that the target eligibility 
ratio, the first round bids, and a target contingency plan 
limit would be used to determine whether and by how much the 
target auction volume should be revised. The target 
contingency plan limit is a desired bound on the exposure of 

25 the EDCs to the contingency plan expressed as a percentage of 
full BGS load. This bound may be exceeded to ensure a 
competitive bidding environment. In an alternate embodiment, 
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the auction may not have a contingency plan limit and/or may 
use different ratios than used in this example. 

The first step in determining whether the target auction 
volume should be revised is for the Auction Manager to 
5 determine the parameter, or initial eligibility ratio. If 
this ratio is, for example, 1.9, it indicates that for each 
tranche available, bidders stand ready to supply 1.9 tranches 
at the starting prices. Suppose, for illustrative purposes, 
that the target eligibility ratio is 1.5. If the calculated 

10 initial eligibility ratio is 1.5 or more, then the auction 

proceeds for the full BGS load of each EDC. If the calculated 
initial eligibility ratio is lower than 1.5, then the target 
auction volume will be revised and the remainder of the full 
BGS load would be procured through the contingency plan, as is 

15 explained below. 

If the auction cannot proceed for the full BGS load, the 
second step is for the Auction Manager to determine the 
percentage of tranches procured through the contingency plan 
when the target auction volume is revised so as to produce a 

20 1.5 initial eligibility ratio. For example, given first round 
bids that total 120 tranches, an initial eligibility ratio of 
1 . 5 would mean that the target auction volume would be 
restricted to 80 tranches (120/80 = 1.5). The remainder of 
the tranches (with a full BGS load of, for example, 95 

25 tranches, leaving a remainder of 15 tranches) would be 

procured through the contingency plan. (Incidentally, in this 
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example, a full BGS load of 95 tranches would have produced an 
initial eligibility ratio of 1.26, which would prompt the 
Auction Manager to revise the target auction volume.) 

As another example, in the bidding phase of round 1, the 
5 target auction volume is 170 tranches, which is the sum of all 
of the EDCs' tranche targets. Suppose that there is a total 
of 222 tranches bid in the first round, making the initial 
eligibility ratio 1.3. Given the number of bidders and the 
characteristics of the bids, the Auction Manager sets the 
10 initial eligibility ratio at 1.5. The target auction volume 

is then 148 tranches (222/1.5). In round 2, there will be 1.5 
tranches bid for every tranche to be purchased through the 
auction (222/148 = 1.5). This would leave 22 tranches (170- 
148 =22) to be procured through the contingency plan. 

15 Suppose, for example, that the EDCs set their target 

contingency plan limit to 20%. If the tranches procured 
through the contingency plan represent 20% or less of the full 
BGS load, then the auction will proceed with the revised 
target auction volume that results in a 1 . 5 initial 

20 eligibility ratio. If, by imposing a 1.5 initial eligibility, 
the tranches procured through the contingency plan represent 
more than 20% of the full BGS load, then the third step is to 
readjust the target auction volume so as to reduce exposure to 
the contingency plan. The target auction volume is increased 

25 until the target limit exposure to the contingency plan is 
reached. If this target auction volume results in an 
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eligibility ratio of 1.25, for example, no further adjustments 
are made. Otherwise, the target auction volume is further 
adjusted until the eligibility ratio of 1.25 is reached. 

For instance, if there were 90 tranches bid in the first 
round, the auction volume for an initial eligibility ratio of 
1.5 would be 60 (90/60 = 1.5). With a full BGS load of 95 
tranches, there would be 35 tranches, or 37% left. The 
Auction Manager would increase the target auction volume to 72 
tranches. When the target auction volume is 72 tranches, the 
initial eligibility ratio is 90/72 = 1.25 and the exposure to 
the contingency plan is ( (90-72) /95) x 100%) = 24%. Even 
though this is not within the 20% contingency plan limit of 
the example, the target auction volume is not increased any 
further so as to maintain the 1.25 initial eligibility ratio. 

The Auction Manager also retains the discretion to revise 
load caps for the EDCs after the target auction volume is 
revised, based on the revised target auction volume and the 
sum of the first round bids. An EDC may require that its lad 
cap, if it is revised, only be revised downward. As early as 
possible during the time-out, the Auction Manager announces 
the revised auction volume, as well as a new tranche target 
for each EDC and any revised load caps. Once the time-out is 
over (if it was called) , the reporting phase of the round 
resumes . 

Based on the bids as the auction progresses, in order to 
ensure a competitive bidding environment, revision of the 
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target auction volume may occur during the second and 
subsequent rounds of the auction, as well, at the discretion 
of the Auction Manager. The target auction volume may be 
revised once during or after the second round of the auction. 
5 This adjustment can occur whether or not there is a volume 
adjustment in the first round. 

After round one ends, including any auction volume 
revisions, the second round of bidding occurs (step 612) . 
After the second round of bidding ends, the Auction Manager, 
10 utilizing auction application software 410, determines whether 
the criteria for ending the auction have been met (step 614) . 
If the criteria have been met, the auction ends (step 618) , 
otherwise, subsequent bidding rounds continue (step 616) . 

The auction ends for all EDCs at once. The auction ends 
15 when bidding has stopped on all EDCs and no further bidding is 
possible. At the prices for the round, the number of tranches 
bid is equal to (or is smaller than) the tranche target for 
each EDC. The auction can end, for example, only if there are 
no retained switches that have been outbid and that could 
20 subsequently be bid on an EDC, as described below in greater 
detail. Bidders that win tranches for an EDC are those that 
bid at the last round price and, if necessary, those that had 
tranches retained (from a switch or from a withdrawal) to fill 
the tranche target of that EDC. All bidders that win tranches 
25 for an EDC are given the same ending price for their tranches, 
as calculated by auction application software 410 (step 620) . 
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Winning bidders are then notified (step 622) , for example, by 
way of client browsers 402. 

A. Pre-Auction Process 

FIGURE 7 is a flowchart of a method of a pre-auction 
5 process according to the present invention. Pre-auction 
process 602 begins as the Auction Manager announces the 
tranche targets and load caps for each EDC (step 700) . The 
Auction Manager also announces a single maximum starting price 
and a single minimum starting price for all EDCs (step 710) . 
10 Maximum and minimum starting prices may be based on, for 

example, statewide price limits and/or may be specified by the 
individual EDC. 

The EDCs, in consultation with the Auction Manager, may 
determine that, due to extraordinary events, the single 

15 maximum starting price and the single minimum starting price 
require revision. In this event, the schedule may also be 
revised. If the indicative offers have already been received, 
the Auction Manager would request that the qualified bidders 
revise their indicative offers on the basis of the revised 

20 single maximum starting price and the revised single minimum 
starting price. 

Such a revision to would happen if an extraordinary event 

occurs between the time at which the single maximum and single 

minimum starting prices are announced and the day on which the 

25 auction starts. All of the EDCs preferably agree on what 
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constitutes an extraordinary event. Such extraordinary events 
could include, for instance, a significant change in the 
rules . 

If an extraordinary event occurs, the EDCs determine a 
5 revised single maximum starting price and a revised single 

minimum starting price on the basis of methodology approved by 
the appropriate governing body. The bidders then make new 
indicative offers, as described below. The determination of 
new maximum and minimum starting prices, the submission of new 
10 indicative offers, and, the announcement of new starting 

prices is done so as to afford qualified bidders sufficient 
time to revise their indicative offers. 

Potential suppliers then qualify to participate in the 
auction and make indicative offers (step 720) . The 
15 qualification process may include, for example satisfying 

financial qualifications and disclosures of associations with 
other potential suppliers. 

Qualification criteria are agreed upon by all EDCs whose 
systems are part of the auction. As conditions of 

20 qualification, applicant must, for example: meet pre-bidding 
credit worthiness requirements; agree to comply with all rules 
of the auction; and agree that, if they become auction 
winners, they will execute an agreement with a certain time 
period after certification of the auction results, and that 

25 they will demonstrate compliance with the creditworthiness 

requirements. An example of a qualification form is included 
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in Appendix C. Interested parties are notified at some time 
before the start of the auction whether they have become 
qualified bidders and may participate in the auction. After 
the qualification process, the Auction Manager may send 
simultaneously to each qualified bidder a list of all 
qualified bidders. 

Certifications as to associations between qualified 
bidders must also be provided. A qualified bidder is 
associated with another qualified bidder if the two bidders 
have ties that could allow them to act in concert or that 
prevent them from competing actively against each other in the 
auction. The competitiveness of the auction and the ability 
of the auction process to deliver competitive prices may be 
harmed by the coordinated or collusive behavior that such 
associations facilitate. The Auction Manager, who may rely 
on, amongst other factors, the number of independent 
competitors to set the target auction volume, will be using 
inaccurate information unless such associates are duly 
disclosed. The target auction volume is a number of tranches 
that the EDCs will purchase through the auction. Associations 
may be considered in setting the target auction volume and may 
be used in the application of load caps. 

Sanctions may be imposed on a qualified bidder for 
failing to disclose information relevant to determining 
associations or coordinating with another qualified bidder. 
Such sanctions may include, but are not limited to, loss of 
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all rights to serve any BGS load won in the auction by such a 
bidder, forfeiture of bid bonds and other fees posted or paid, 
prosecution under applicable state and federal laws, and other 
appropriate sanctions. Further information regarding 
5 Association and Confidential Information Rules may be found in 
Appendix D. 

After qualifying to participate in the auction, qualified 
bidders then submit an indicative offer along with a bid bond. 
A sample form for the submission of bid bonds and indicative 

10 offers is included in Appendix E. The bid bond is a certain 
amount per tranche, for example, $1 million per tranche, of 
the indicative offer, to be provided in a form acceptable to 
the EDCs. Pre-auction security in addition to the bid bond 
may be required based upon the creditworthiness assessment 

15 made of the qualified bidder during the qualification process. 
Pre-auction security is also submitted in a form acceptable to 
the EDCs. 

An indicative offer states a number of tranches that the 
qualified bidder is willing to serve statewide at the single 

20 maximum starting price and a number of tranches that the 

qualified bidder is willing to serve statewide at the single 
minimum starting price. The number of tranches at the maximum 
starting price is the qualified bidder's "initial 
eligibility." The number of tranches indicated by the 

25 qualified bidder cannot exceed the sum of the load caps for 
all the EDCs. The number of tranches indicated by the 
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qualified bidder at the maximum starting price cannot be fewer 
than two tranches. 

The qualified bidder is also asked to indicate its 
maximum interest in each EDC at the maximum and at the minimum 
5 starting prices. The sum of the qualified bidder's maximum 
interest in each EDC at a given price can exceed the statewide 
number of tranches that the qualified bidder is willing to 
serve at that price. Information that a qualified bidder 
provides regarding its interest in any particular EDC has no 

10 effect on initial eligibility or subsequent bidding in the 
auction. Indicative offers are considered in determining 
starting prices. Since the bidder's initial eligibility 
constrains bidding activity for the duration of the auction, 
qualified bidders should state in their indicative offers the 

15 maximum number of tranches that they wish to serve. 

For example, if a qualified bidder indicates that it will 
serve up to a total number of 20 tranches at the maximum 
starting price (the initial eligibility) , then the qualified 
bidder could also indicate that it is willing to serve a 

20 maximum of 20 tranches for one EDC, 15 for another EDC, 8 for 
a third EDC, and 2 for a fourth EDC. The sum of the qualified 
bidder's maximum interest in each EDC (here, 45 tranches) 
exceeds the statewide number of tranches indicated by the 
bidder (the initial eligibility, 20) . The qualified bidder is 

25 declaring itself willing to serve at most 20 tranches in 

total, and willing to serve all of the tranches from the first 
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EDC. The qualified bidder would also e willing to serve, at 
most, 15 of those 20 tranches from the second EDC, and, at 
most, 8 and 2 tranches from the last two EDCs, respectively. 

The bid bonds that qualified bidders post are in 
5 proportion to their initial eligibility. For example, a 

qualified bidder with an indicative offer that specifies that, 
at the maximum starting price, the bidder wishes to serve at 
most 20 tranches would post a bid bond of $2 0 million (2 0 
tranches at $1 million each) . Bid bonds remain in full force 

10 until the auction is concluded and the bidder has won no 

tranches, or until the auction is concluded and the bidder has 
won tranches, has signed the post-auction agreement, and has 
provided security, if appropriate, in a form acceptable to the 
EDC or EDCs. The EDCs can collect the bid bonds if bidders 

15 fail to comply with their obligations. 

After a qualified bidder submits its indicative offer and 
bid bond, and after they are accepted, the qualified bidder 
becomes a registered bidder. The Auction Manager may send 
simultaneously to each registered bidder a list of all 
20 registered bidders and information regarding the total initial 
eligibility in the auction, which is the sum of all of the 
initial eligibilities of the registered bidders. 

After all bidders who will be participating in the 
auction have qualified and registered, the Auction Manager 
25 announced the starting prices for the first round of the 
auction and the target auction volume, which may be later 
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revised, as described above (step 730) . The starting price 
for each EDC is set no higher than the single maximum starting 
price and no lower than the single minimum starting price. 
Each EDC sets its own starting price, though the Auction 
5 Manager may advice the EDCs and an appropriate government 
agency may have an opportunity to observe the decision 
process. The Auction Manager announces the starting prices 
for all EDC at some time after all bidders are registered but 
before the start of the auction. 

10 The auction data, which includes, for example, the target 

auction volume, the EDC tranche targets and load caps, the 
qualified bidders' initial eligibility, and the starting 
prices for each EDC is stored in auction database server 412 
(step 740) . Pre-auction process 700 ends and auction process 

15 600 proceeds to the first round of bidding (step 604) . 

B. First Round of Bidding 

FIGURES 8A and 8B illustrate a method of conducing a 
first round of bidding according to the present invention. 
The first round of bidding starts as web server 4 06 and 

20 application server 408 receive bids from qualified bidders 

using, for example, client browsers 402 (step 800) . As stated 
previously, a bid may also be submitted manually, by, for 
example, telephone, facsimile, mail, or hand delivery. A 
bidder selects how many tranches the bidder wants to serve 

25 from each EDC at the starting prices. For example, if there 
are four EDCs participating in the auction, a bid would 
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consist of four numbers, the number of tranches the bidders 
wants to supply for each of the four EDCs at the starting 
prices for the EDCs. An example bid could look like the 
following: 

5 



EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Starting Price 


7.000 


7.222 


6.739 


7.325 


(in <;:/kWh) 










Bid 


10 


0 


4 


1 


(in tranches) 











This bid indicates that the bidder stands ready to supply 
10 EDC I tranches, no EDC II tranches, 4 EDC III tranches, and 
1 EDC IV tranche at the starting prices for each EDC. It 

10 should be noted that the bidder is free to structure its bids 
as it desires and to bid different for each EDC, up to the 
bidder's initial eligibility. Since the bidder is bidding a 
total of 15 tranches, the bidder's initial eligibility was 
greater than or equal to 15 tranches. In the second round, 

15 the bidder's eligibility will be limited to its first round 
bids, in other words, 15 tranches, regardless of the bidder's 
initial eligibility. Auction application software 410 stores 
the bidder's second round eligibility to auction database 
server 412. 

20 There are several rules for bids submitted during the 

first round of bidding, for example: the bid must be for at 

69 

WASHINGTON 225789v3 



Docket No. 113217.120 USl 



Patent 



least two tranches in total; the total number of tranches bid 
cannot be over the bidder's initial eligibility; and the 
number of tranches bid for any one EDC cannot be over that 
EDC's load cap. 

5 The Auction manager evaluates the submitted bids based 

upon the auction rules using auction application software 410. 
In an alternate embodiment, the Auction Manager processes and 
evaluates the bids manually using, for example a computer 
program or a spreadsheet. Auction application software 410 

10 determines whether the bid is for at least two tranches (step 
802), whether the bid is within the bidder's initial 
eligibility (step 804) , and whether the bid violates an EDC 
load cap (step 806) . Auction application software 410 
retrieves such information as the bidder's initial eligibility 

15 and the EDCs load caps from the auction database server 412. 
If any of these rules are violated, the bid is rejected and 
the bidder is invited to bid again. The auction application 
software may, for example, send a message to the bidder by way 
of application server 408 and web server 406 over the Internet 

20 404 to the bidder's client terminal 402. A message notifying 
the bidder that the bid is rejected and why the bid is 
rejected may be displayed on the client browser 402. 

If the bidder's bid does not violate any of the first 
round bidding rules, or once a satisfactory bid is submitted 
25 by a bidder who did violate one or more of the first round 
bidding rules, auction application software 410 determines 
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whether the bid was submitted within a pre-determined time 
limit (step 808), as illustrated in FIGURE 8B. 

A bidder that has not submitted a bid in within the time 
limit, for example, 10 minutes, automatically triggers an 
5 extension to the bidding phase (step 810) . The extension is 
of limited duration, for example, 15 minutes. Alternatively, 
a bidder may directly contact the Auction Manager to request 
an extension, for example, by phone. During this extension, 
all bidders have the opportunity to submit new bids if they so 

10 wish (step 812) . Bidding extensions are used, for example, in 
cases of technical problems that prevent a bidder from 
submitting a bid within the time limit. Each bidder is 
allowed a limited number of extensions during the course of 
the auction, for example, 3 total extensions. The available 

15 number of round extensions for all bidders who request or are 
granted an extension during a bidding phase is decremented 
(step 814) , Also, even if several bidders trigger or request 
an extension, the bidding phase is extended for a maximum of 
one extension duration, i.e., 15 minutes total. 

20 Once all bids have been received and any extensions have 

elapsed, the first round moves into the reporting phase. As 
described above, the Auction Manager may call a time-out to 
revise the target auction volume at the beginning of the 
reporting phase or after the reporting has ended. 

25 During the reporting phase, auction application software 

410 calculates the prices for each EDC for the second round of 
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bidding according to the auction rules (step 816) . The price 
for an EDC's tranches for the second round is the same as the 
first round price when the number of tranches bid in the first 
round is insufficient to fill the number of tranches desired, 
5 or when the number of bid is only just equal to the number of 
tranches desired. The price for an EDC's tranche ticks down 



when the number 


of tranches 


bid for that 


EDC exceeds 


the 


tranche target . 


Using the 


EDCs of the previous example: 


EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Starting Price 


7.000 


7.222 


6.739 


7.325 


{in <!:/kWh) 










Tranche Target 


96 


51 


19 


4 


Total Bid 


192 


68 


23 


4 


(in tranches) 











10 In this example, the total number of tranches bid 

exceeded the tranche targets for EDC I, EDC II, and EDC III 
therefore, the second round prices for those three EDCs will 
be lowered. The total number of tranches bid for EDC IV, 
however, just equal the tranche target for that EDC. 

15 Therefore, the second round price for EDC IV will be the same 
as the first round price for EDC IV, namely, 7.325 <:/kWh. 

An EDC's price is calculated so that it ticks down more 
quickly the larger the excess supply of tranches bid over the 
tranche target. Conversely, the price ticks down more slowly 
20 when the excess supply of tranches bid over the tranche target 
is small. The Auction Manager has the discretion to override 
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any one EDC's price decrement calculation as determined by- 
auction application software 410. In all cases, the decrease 
in price for an EDC from one round to the next is, for 
example, between .25% of the previous round price and 2.5% of 
5 the previous round price. Prices are rounded off to, for 
example, the nearest thousandth of a cent. 

The tables below show details of the calculation of the 
decrease in price. There are three tables because the 
formulas used are slightly different depending on an EDC's 

10 tranche target. The measure of excess supply used in the 

calculation is the ratio of the number of tranches bid to the 
tranche target for the EDC (designated by "r" in the tables) . 
When an EDC's tranche target is 9 or less, the calculation 
also takes into account a measure of excess supply in the 

15 entire auction ('^R") . This auction-wide measure of excess 
supply is the ratio of the number of tranches bid in the 
entire auction to the number of tranches desired for all EDCs 
combined. 

Table 1: Percentage Price Decrease for an EDC with a tranche 
20 target of 20 or more 



Excess supply 
(as percentage 
of tranches 
desired) 


0% or 
less 


Less than 
20% 


Between 20% 
and 100% 


Exceeds 
100% 


Measure of 


r • 1 


1 < r < 1.2 


1.2 • r • 2 


R > 2 


excess supply 










Percentage 


0% 


.25% 


(.028125r - 


2.5% 


decrease in 






.03125) X 100% 




price 
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Note that, when the excess supply is 0% or less, this 
indicates that the number of tranches bid for that EDC is less 
than or equal to the tranche target for that EDC. In that 
case, the price is not decremented, as discussed previously. 

5 Applying these calculations to the two EDCs in the prior 

example that had tranche targets of 20 or more, EDC I and EDC 
II, we can determine the second round prices for these 
tranches. For EDC I, the tranche target is 96 and the total 
number of tranches bid in the first round was 192 tranches. 

10 Therefore, r = (192/96) = 2, This means that the excess 
supply for EDC I in the first round was 100%. Using the 
appropriate calculation, the percentage decrease in price for 
EDC I is: ((.028125 * 2 - ,03125) x 100%) = 2.5%. Therefore, 
the second round price for EDC I will be: (7<:/kWh - (7<:/kWh * 

15 2.5%) ) = 6.825<:/kWh. 

Likewise, for EDC II, the tranche target is 68 and the 
total number of tranches bid in the first round was 51 
tranches. Therefore, r = (68/51) = 1.33. This means that the 
excess supply for EDC II in the first round was 33%. Using 
20 the appropriate calculation, the percentage decrease in price 
for EDC I is: ((.028125 * 1,33 - .03125) x 100%) = ,616%. 
Therefore, the second round price for EDC I will be: 
(7.222<:/kWh - {7.222<:/kWh * .62%) = 7.178<:/kWh. 

Table 2 : Percentage Price Decrease for an EDC with a tranche 
25 target between 9 and 19 tranches 

Excess supply 
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(as percentage 
of tranches 
desired) 


0% or 
less 


Less than 
75% 


Between 75% 
and 250% 


Exceeds 
250% 


Measure of 
excess supply- 


r • 1 


T ^ T* ^ 
^ ^ ^ ^ 

1.75 




R i 9 5 


Percentage 
decrease in 
price 


0% 


.25% 


{.03r - .05) X 
100% 


2.5% 



Applying these calculations to the EDC in the prior 
example that had a tranche target between 9 and 19 tranches, 
EDC III, we can determine the second round prices for this 
5 tranche. For EDC III, the tranche target is 19 and the total 
nunvber of tranches bid in the first round was 23 tranches. 
Therefore, r = (23/19) = 1,2. This means that the excess 
supply for EDC I in the first round was 20%. Using the 
appropriate calculation, the percentage decrease in price for 
10 EDC II is: .25%. Therefore, the second round price for EDC I 
will be: (6.739*/kWh - (6.739<:/kWh * .25%) = 6.722<:/kWh. 



Table 3 : Percentage Price Decrease for an EDC with a tranche 
target of 9 or less 



Excess supply 
(as percentage 
of tranches 
desired) 


0% or Less than Between 75% and Exceeds 
less 75% for the 250% for the EDC 250% for 
EDC or and between 0% the EDC 
below 0% in and 50% in the and 
the auction auction exceeds 

50% in 

the 
auction 


Measure of 
excess supply 

Percentage 
decrease in 


r • 1 l<r<1.75 or 1.75«r* 2.5 or r > 2.5 
R < 1 1#R»1.5 and 

R > 2.5 

0% .25% The smaller of: 2.5% 

{ ( ( .45R- . 0425) 
*100%) 
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price 


and 






{ (.03r- 


.05) 




*100% 


)} 



Applying these calculations to the EDC in the prior 
example that had a tranche target of 9 or less tranches, EDC 
IV, we can determine the second round prices for this tranche. 
5 For EDC IV, the total tranches bid was equal to the tranche 
target. Therefore, there would be no price change for the 
second round of bidding. However, supposing that a total of 7 
tranches were bid for EDC IV in the first round, since the 
tranche target is 4, r = (7/4) = 1.75. This means that the 

10 excess supply for EDC IV in the first round was 75%. The 

excess supply for the entire auction is R = (290/170) = 1.6. 
Using the appropriate calculation, the percentage decrease in 
price for EDC IV is: MIN{ { ( . 045R - .0425) * 100%) and ((.03r - 
.05) * 100%)} = MIN{ {( .045*1.6 - .0425) * 100%) and ({.03*1.75 

15 - .05) * 100%)} = MIN{ 2.95% and .25%}. Therefore, the second 
round price for EDC IV would be: (7.325<:/kWh - (7.325<:/kWh * 
.25%) = 7.307<;/kWh. 

It should be noted that the auction rules applied to the 
previous examples may be altered and other embodiments of the 
20 auction rules are anticipated by the present invention. 
Decrement rules for the auction, however, have several, 
consistent features for all auctions, for example: the price 
decrement equals zero decrement if the number of bids is equal 
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to, or less than, the tranche target; the price decrement is 
at some pre -determined minimum when the number of bids exceeds 
the tranche target by 1 or 2 tranches, or some other minimal 
amount; the price decrement is between a pre -determined 
5 minimum and maximum, as an increasing function of the excess 
supply; the price decrement is at some pre-determined maximum 
when the excess supply reaches a pre-determined large amount; 
and the size of the price decrements may be changed as the 
auction progresses and bidders are advised. 

10 After all of the second round prices have been 

calculated, the Auction Manager then announces the calculated 
second round prices to all bidders and provides a range of the 
total number of tranches bid in the auction (step 818) . 
Bidders, however, are not provided any information as to any 

15 individual bidder's bids. In another embodiment, the Auction 
manager announces the excess supply bid on the various 
products . 

The method of reporting the range of the total number of 
tranches bids depends upon ratio of the total eligibility for 

20 a round to the total number of tranches bid in that round, 
called an eligibility ratio. When the eligibility ratio is 
above 1.2, the Auction Manager reports a range of five numbers 
that includes the actual total number of tranches bid. The 
top end of the range is, for example, a number that is 

25 divisible by five. 
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For example, suppose that the total number of tranches in 
the auction, the sum of all the EDCs' tranche targets, is 182 
and that the total number of tranches bid in the first round, 
which is the total eligibility for the second round of 
5 bidding, is 252. Then, the eligibility ratio is 1.4 (252/182 
= 1.4). Therefore, in the reporting phase of the first round, 
the Auction manager announces that the eligibility in the 
second round of bidding is the range of five integers between 
251 and 255, namely: 251, 252, 253, 254, and 255. Note that 
10 the actual number of tranches bid in the first round, 252, 
falls within this range. 

As the auction progresses, the total eligibility for a 
bidding round decreases. When the eligibility ratio falls 
below 1.2 but above 1, the Auction Manager reports a range of 

15 ten numbers that includes the actual total number of tranches 
bid. The top end of the range is, for example, a number that 
is divisible by five. For the preceding example, when the 
total eligibility is reported to be in the 216-220 range, the 
eligibility ratio has fallen for the first time to 1.2 or 

20 below when rounded up to the nearest tenth (216-182 = 1.19 and 
221/182 = 1.21). Since part of the eligibility ratio for this 
round is still above 1.2, a range of five integers is 
reported. For the next round, however, the Auction Manager 
reports the total eligibility to be, for example, 206-215, 

25 which is a range of ten integers, the highest of which is 
divisible by 5. 
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In another embodiment of the present invention, rather 
than announce the number of tranches bid in the previous round 
of bidding, the Auction Manager employs another measure of 
bidding activity, for example, the excess supply offered 
5 during the previous round of bidding. A similar range method 
may still be used to report the excess supply. 

When the total eligibility for a round falls below the 
total number of tranches available, that is to say, when the 
eligibility ratio falls below 1, the Auction Manager may 
10 simply announce that the total eligibility is below the total 
number of tranches available in the auction, for example, 
below 182 tranches. 

C. Second Round of Bidding 

After the reporting phase of round one ends, and the 
15 Auction Manager has made any revisions to the target auction 
volume, the second round of bidding begins (step 612) . 
FIGURES 9A and 9B illustrate a method of conducting a second 
round of bidding according to the present invention. The 
second of round of bidding begins similarly to the first round 
20 of bidding, with web server 406 and application server 408 
receiving bids from qualified bidders using client browsers 
402 (step 902) , A bid may be designated as desired by the 
bidder, so long as the bid does not violate the auction rules. 

There are two rules for bids submitted during the second 
25 round of bidding, for example: the number of tranches bid for 
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any one EDC cannot be over that EDC's load cap (step 906); and 
the total number of tranches bid from a particular bidder 
cannot be over the number of tranches bid in the first round 
(step 904), which becomes the bidder's eligibility for the 
5 second round. In general, a bidder's eligibility for a round, 
after the first round, is the total number of tranches bid in 
the previous round at the previous round prices. Auction 
application software 410 retrieves this information, i.e., the 
EDCs load caps and the bidding eligibility for each bidder, 
10 from auction database server 412. If either of these rules 

are violated, the bid is rejected and the bidder is invited to 
bid again, as described for the first round of bidding. 

Furthermore, a second round bid, as well as subsequent 
round bids, may specify several additional several additional 

15 pieces of information: from which EDC(s) tranches are to be 
withdrawn; exit price (s) for withdrawn tranches; from which 
and to which EDC(s) tranches are to be switched; and switching 
priority for switched tranches. Withdrawal requests and 
switching requests will be discussed below in greater detail 

20 (see FIGURES 10 and 11) . 

A bidder can submit the same bid as in the first round. 
A bidder can also perform two additional bidding actions: a 
bidder that wishes to change its bid can bid on fewer tranches 
for one or more EDCs, thus requesting to withdraw some 
25 tranches from the auction (step 908) ; or, a bidder can request 
to switch tranches from one EDC to another (or to several 
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others) (step 912) . A bidder can also do both simultaneously, 
bid on fewer tranches in total, and switch some of the 
tranches bid from one EDC to one or several others. But, as 
previously stated, a bidder cannot increase its total number 
5 of tranches bid in the second round from its bid in the first 
round, or between any two rounds, in general. 

After completion of a withdrawal request (step 910) 
and/or switching request (step 914) , or if the bidder does not 
make either request, auction application software 410 

10 determines whether the bids have been submitted with in the 
time limit (step 916) . As described with respect to round 
one, if one or more bidders is late, an extension is 
automatically triggered. Auction application software 410 
first determines whether the late bidder (s) has any remaining 

15 extensions left (step 918) . If none of the late bidders have 
any extensions left, the late bidder forfeits the round (step 
920) . All other bidders are invited to make new bids (step 
922) , as described previously. 

If the late bidder does have remaining extensions, or 
20 another late bidder has remaining extension, an extension is 
triggered (step 924) . All bidders are invited to make new 
bids (step 926) and the number of extensions outstanding for 
the late bidder (s) is decremented (step 928) . If, however, 
one late bidder has no remaining extensions, but another 
25 bidder that has remaining extension is also late, the bidder 
having the remaining extension and all other non-late bidders 
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may submit new bids. The late bidder that had no remaining 
extensions optionally forfeits the round. 

Auction application software 410 then calculates the 
prices for the subsequent round of bidding (930) , as described 
above. Again, those EDCs with bids greater than their tranche 
targets have their prices decremented for the subsequent 
round. Those EDCs with bids equal to or less than their 
tranche targets have their prices remain the same for the 
subsequent round. The number of tranches bid in the second 
round and the prices for the subsequent round are then 
announced to the bidders (step 932) . As described previously, 
the manner in which the range of the number of tranches bid in 
the second round is reported depends on the eligibility ratio 
for that round. 

In addition to what the Auction Manager reports to all 
bidders about the general progress of the auction, the Auction 
Manager reports privately to each bidder the outcome of its 
own bid but does not report the bid of one bidder to another 
bidder. The Auction Manager simply reports any bids the 
bidder made during the round and reports any retained 
withdrawals or retained switches for that round. 

The second round of bidding ends and auction application 
software 410 determines whether the auction ending criteria 
are met (step 614) . If not, bidding continues with a 
subsequent round (step 616) . 
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D. Withdrawal Requests and Switching Requests 
The Auction Manager typically accepts a bid that is 
unchanged. The Auction Manager generally accepts withdrawals 
and switches, but does not always do so. The Auction Manager 
5 may retain in whole and in part tranches that a bidder wants 
to withdraw. The Auction Manager will retain one or more 
withdrawn if, by accepting all withdrawals from and switches 
out of the EDC, the tranche target for the EDC would no longer 
be filled. 

10 The Auction Manager may also keep on an EDC some or all 

of the tranches that a bidder wants to switch from that EDC. 
The Auction Manager will keep these tranches if, even by 
retaining all withdrawals, the tranche target for the EDC 
would no longer be filled. That is, to fill the tranche 

15 target, the Auction Manager takes first tranches bid at the 
current round price, then retains tranches that bidders want 
to withdraw, and, finally, retains tranches that bidders 
wanted to switch. 

1 . Withdrawing Tranches 

20 As illustrated in FIGURE 10, a withdrawal request begins 

when a bidder indicates that it wishes withdraw tranches from 
one or more EDC (step 1000) . The bidder also indicates how 
many tranches from each specified EDC it wishes to withdraw 
(step 1010) . 
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A bidder can bid on fewer tranches for an EDC only if the 
price for that EDC's tranches has decreased in from the 
previous round to the current round. If, instead, the price 
for an EDC's tranches has not changed from the previous round 
5 to the current round, indicating that the total bids for that 
EDC in the previous round were at or below that EDC's tranche 
target, then the bidder's offer made in the previous round at 
the previous round price is still standing, and the bidder 
cannot bid on fewer tranches for that EDC. 

10 The Auction manager determines whether the withdrawal 

request is to be denied (step 1020) by determining whether the 
price for the indicated EDC{s) has decreased from the previous 
round. If the price for the indicated EDC(s) has decreased, 
then the tranche target for that EDC has been satisfied and 

15 auction application software 410 removes the indicated 
tranches from the auction (step 1030) . 

If, however, the price for the indicated EDC(s) has not 
decreased from the previous round or the Auction manager 
determines that fulfilling the withdrawal request in full 
20 would cause the total number of tranches bid for the indicated 
EDC(s) to fall below the tranche target, the Auction Manager 
denies the withdrawal request and retains a portion or all of 
the withdrawn tranches, as appropriate (step 104 0) . 

A bidder that withdraws tranches has the option of naming 
25 an exit price (step 1050) . A bidder names an exit price when 
it is willing to serve a tranche at the previous round's price 
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and unwilling to serve the tranche at the current round's 
price. An exit price enables the Auction manager to determine 
which bidder would have remained ready to serve an EDC had the 
price ticked down continuously rather than in lumpy, discrete 
5 price decreases. The Auction manager relies on exit prices 
when, as a result of bidders withdrawing tranches and/or 
switching out of an EDC, the EDC has a number of tranches bid 
at the previous round price that equals or falls short of the 
tranche target for that EDC. The tranches of bidders that 
10 named lower exit prices are retained first, and they are 
retained at the exit price that the bidder has named (step 
1060) . Exit prices thus facilitate the process whereby the 
bidding process leads to the self -selection of winning bidders 
in the auction. 

15 A bidder that withdraws several tranches for a given EDC 

specifies, for example, the same exit price for all tranches 
from that EDC. An exit price is, for example, greater than 
the EDC's current round price (a price at which the bidder is 
not willing to bid) . An exit price is also, for example, no 

20 larger than the previous round price (at which the bidder was 
willing to bid) . A bidder that withdraws tranches from 
several EDCs can specify a different exit price for each EDC. 
If a bidder does not specify an exit price, it is assumed that 
the bidder is withdrawing the tranche or tranches at the 

25 previous round price (step 1070) . If two or more bidders name 
the same exit price for their tranches (or both bidders name 
no exit price) , then the bidder with a bid confirmed earlier 
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in the round has its tranches retained first. Otherwise, a 
decision on which tranches to retain may be made randomly, on 
a tranche by tranche basis. 

For example, the first round prices and the round 1 bid 
5 for Bidder A are : 



EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Starting Price 


7.000 


7.222 


6.739 


7.325 


(in <:/kWh) 










Total Bid 


10 


0 


4 


1 


(in tranches) 










The second round prices are : 


EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Second Round 


7.000 


7.041 


6.604 


7.325 



Price 
(in <:/kWh) 



Bidder A's second round bid must specify the same number 
10 of tranches bid for EDC I and EDC IV because the prices for 
these EDCs' tranches did not change from the first round. In 
its second round bid. Bidder A requests to withdraw two 
tranches from EDC III, bringing its bid from 4 to 2 tranches. 
Bidder A enters an exit price of 6.700<;/kWh, which is between 
15 the second round price of 6.604<;/kWh and the first round price 
of 6.739*/kWh. The exit price named by Bidder A could have 
been equal to the first round price, 6.739<;;/kWh but not equal 
to the second round price, 6.604<:/kWh. 
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Tranches that are indicated in a withdrawal request are 
considered withdrawn, and the bidder's eligibility for the 
next round is reduced by the number of withdrawn tranches 
(step 1080) . The bidder forfeits the right to bid these 
5 tranches on that EDC or any other EDC for the remained of the 
auction. Eligibility is lost even if a bidder names an exit 
price and even if the tranches are subsequently retained. 

During the reporting phase of the round, the Auction 
Manager reports privately to a bidder if the bidder intended 

10 to withdraw tranches and some or all of the tranches are 
retained. The Auction manager informs the bidder of the 
number of withdrawn tranches that are being retained for each 
EDC. The Auction Manager also reports the price at which 
these tranches are retained, either a named exit price or the 

15 price of the previous round at which the tranche (s) was last 
freely bid, depending on the bids needed to just fill the 
tranche target. The Auction manager continues to report the 
trances as being retained as long as they are still necessary 
to fill the tranche target of an EDC. Retained tranches are 

20 no longer necessary to fill the tranche target, and can then 
be released when new tranches are bid at the current round 
price. Withdrawn tranches with the higher exit prices (or at 
the previous current price, when an exit price was not named) 
are the first to be released. The release of the withdrawn 

25 tranches are reported to the bidder. Released withdrawals are 
removed from the auction and may no longer be bid. 
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2. Switching Tranches 

Switching involves decreasing the number of tranches bid 
for one or more EDCs (the EDCs that the bidder is switching 
from) and increasing the number of tranches for one or more 
5 EDCs (the EDCs that the bidder is switching to) . The rules 
for switching are similar to the rules for withdrawing 
tranches. In one embodiment, a bidder can switch tranches 
from an EDC only if the price for that EDCs tranches has 
decreased from the previous round to the current round. 
10 Again, if, instead, the price for an EDCs tranches has not 

changed from the previous round to the current round, then the 
bidder cannot switch bids from an EDC and bid fewer tranches 
for that EDC. 

As illustrated in FIGURE 11, when making a switching 
15 request, the bidder indicates from which EDC(s) and to which 
EDC(s) it was bids to be switched (step 1100). The bidder 
also indicates the number of tranches from and to each 
indicated EDC that are to be switched (step 1110) . The 
Auction Manager determines whether or not to accept a 
20 switching request or to deny the request in part or in full 
(step 1120) . 

If the switch request does not violate the auction rules, 
the switch request is accepted and the indicated tranches are 
switched from and to the indicated EDCs (step 1130) . However, 
25 when necessary to satisfy the tranche target (s) of the EDC(s) 
from which tranches are requested to be switched, the Auction 
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Manager may deny the switch request. From among the bidders 
that intended to switch out of the EDC, the Auction Manager 
allows the bidder with a bid confirmed earlier in the round to 
switch first, 

5 If the bidder or another bidder (s) has also requested 

that tranches be withdrawn from the problematic EDC, the 
Auction Manager determines whether or not denying the 
withdrawal request and retaining the withdrawn tranches will 
fully satisfy that EDC's tranche target (step 1140). If 

10 retaining the withdrawn tranches is sufficient to satisfy the 
EDC's tranche target, the indicated tranches are allowed to be 
switched (step 1130) . Otherwise, some or all of the switched 
tranches are retained, as appropriate to satisfy the EDC's 
tranche requirement, at the previous round price at which the 

15 switched tranches were last freely bid for that EDC (step 
1150) . 

When switching into more than one EDC, the bidder 
specifies a switching priority. A switching priority is a 
preference among those EDCs into which a bidder is switching. 

20 The Auction Manager uses the bidder's switching priority when 
accepting to switch some, but not all, tranches the bidder 
requested to switch out. The switching priority is used when, 
for example, to keep the tranche target of an EDC filled, the 
Auction Manager must retain all tranches that were withdrawn 

25 out of that EDC, and must retain some but not all of the 
bidder's switched bids on that EDC. The Auction Manager 
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switches the switchable tranches into the EDC to which the 
bidder has assigned the highest priority. The bidder assigns, 
for example, the same priority to all tranches from a given 
EDC. The tranches that the Auction Manager retains to fill 
5 the tranche target are retained at the previous round price. 



For example. Bidder B submits the following bid in the 
second round after this history in the first round: 



EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Starting Price 


7.000 


7.222 


6.739 


7.325 


(in <:/kWh) 










Total First 
Round Bid 


15 


7 


4 


4 


(in tranches) 










Second Round 

Price 


7.000 


7.041 


6.604 


7.325 


(in <:/kWh) 










Total Second 
Round Bid 


15 


4 


5 


6 


(in tranches) 











Bidder B bids a total of 30 tranches in both the first 
10 round and the second round. In its second round bid. Bidder B 
switches out of EDC II and into EDCs III and IV. Bidder B 
gives the switching priority to EDC III. Therefore, tranches 
are first switched from EDC II to EDC III and then, if 
possible, into EDC IV. If the Auction Manager keeps two 
15 tranches from the switch out of EDC II, only one tranche is 

switched, and it is switched to EDC III, since EDC III has the 
highest switching priority. The two tranches kept for EDC II 
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are retained at a price of 7 . 222<;:/kWh, which is the last price 
at which the two tranches were freely bid. 

During the reporting phase of the round, the Auction 
manager reports to the bidder how many tranches from a switch 
5 request out of an EDC are being retained. The report is made 
for all EDCs from which the bidder has tried to switch 
unsuccessfully. The price at which the tranches are retained 
are price of the previous round, which is the last price at 
which the tranche was freely bid. The Auction Manager 
10 continues to report these tranches as being retained as long 
as they are still necessary to fill the tranche target of an 
EDC. 

With sufficient new tranches bid at the current round 
price for the EDC, retained switches can be released. 

15 Released switches are reported to the bidder. Released 

switches are considered to be "outbid" because the new tranche 
bid at the current round price replaces a switch retained at a 
higher price. Furthermore, new tranches bid at the current 
price first replaced retained switches in filling the tranche 

20 target for the EDC an then the new tranches replace retained 
withdrawals. The release of the retain switch is reported to 
the bidder. Once a retained switch is outbid, the bidder is 
free to bid this tranche on any EDC. 

If the bidder, while retaining tranches on an EDC from a 
25 denied switch in a previous round, bids new tranches for the 
that EDC on which the released switches are being retained at 
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the price for the current round, the bidder is deemed to have 
bid all of its eligible tranches at the current round price, 
including any tranches retained from a previously denied 
switch. That is, retained tranches become tranches that are 
5 bid at the going price. 

For example, in rounds 6, 7, and 8, Bidder C bids as 
follows : 



EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Price Round 6 


6.500 


7.000 


6.739 


6.987 


(in */kWh) 










Total Sixth 
Round Bid 


0 


0 


7 


0 


(in tranches) 










Price Round 7 


6.338 


6.983 


6.722 


6.812 


(in <;:/kWh) 










Total Seventh 
Round Bid 


0 


7 


0 


0 


(in tranches) 











In round 7, Bidder C requests a switch of 7 tranches from 
10 EDC III to EDC II. The Auction Manager denies part of the 
switch. Bidder C, in the reporting phase of round 7, is 
informed that its bid consists of 3 EDC II tranches at 
6.983<:/kWh, the round 7 price, and 4 EDC III tranches at 
6.739t/kWh, the round 6 price at which the EDC III tranches 
15 were last freely bid. 



EDO 


EDC I 


EDC II 


EDC III 


EDC IV 


Report to 


0 


3 ® 6.983 


4 ® 6.739 


0 
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Bidder C 



In round 8, Bidder C switches back 2 tranches from EDC II 
to EDC III. At the new round 8 prices. Bidder C bids 1 bids 1 
EDC II tranche and 2 EDC III tranches. The 4 retained 
5 tranches are kept on EDC II and cannot be freely bid. 



EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Price Round 8 


6.308 


6.913 


6.722 


6.792 


(in <:/kWh) 










Total Eighth 
Round Bid 


0 


1 


2 


0 


(in tranches) 










Retained 
Tranches 


4 @ 6.739 



Bidder C has bid new tranches for EDC III at the round 8 
price which having switches retained at a higher price. 



Bidder C is then deemed 


to have bid 


all 6 tranches 


for EDC III 


at the round 8 


price of 


6.722<:/kWh, 


as shown below: 




EDC 


EDC I 


EDC II 


EDC III 


EDC IV 


Price Round 8 


6.308 


6.913 


6.722 


6.792 


(in <:/kWh) 










Effective 
Eighth Round 
Bid 


0 


1 


6 


0 


(in tranches) 











When a bidder requests to both withdraw tranches and 
switch tranches in the same round, the rules given above for 
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withdrawing and switch apply. Additionally, when a bidder is 
both withdrawing and switching, the bidder may be asked to 
specify which tranches are being withdrawn and which tranches 
are being switched. This occurs when the bidder reduces the 
5 number of tranches bid for more than on EDC. The tranche (s) 
that the bidder specifies have been withdrawn is the 
tranches (s) for which the bidder may name an exit price. 

D. Subsequent Rounds of Bidding 

Subsequent rounds of bidding after the second round 
10 proceed as necessary until the auction ending criteria are 
met, as described previously. Subsequent rounds of bidding 
proceed similarly to first and second rounds of bidding, 
however, the release of retained withdrawals or switches may 
also be considered. 

15 In FIGURE 12, bids are received indicating tranche bids 

for specific EDCs and whether there are any withdrawal or 
switch requests (step 1200) . Bidder eligibility, which 
depends on the total number of tranches bid placed by the 
bidder in the previous round of bidding, and EDC load cap 

20 checks are made for the bids (step 1210) . The Auction Manager 
determines whether, based on the new bids, any retained 
withdrawals or switches are to be released (step 1220) . If 
there are any retained withdrawals or switches to be released, 
the released withdrawals are removed from the auction and the 

25 released switches may be rebid on any EDC at the current round 
price (step 123 0) , Any new withdrawal or switching requests 
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are decided by the Auction Manager (step 1240) and are 
fulfilled or denied as appropriate (1250) . Bidding extensions 
are triggered if necessary and if available (step 1260) . 
After the bidding phase has ended, the prices for the 
5 subsequent round are calculated (step 1270) . A range of the 
total number of tranches bid for the round, as appropriate for 
the given eligibility ratio, subsequent round prices, and any 
retained and/or released withdrawals and/or switches are 
reported to the bidders (step 1280) . The auction continues 
10 with a subsequent round until the ending criteria for the 
auction are met. 

During a reporting phase of any round, a bidder may 
request a suspension of the auction for a specified period, 
for example, one hour. A recess gives a bidder the 

15 opportunity to take additional time later in the auction to 
put in a bid. Bidders can first request a recess when the 
ratio of total eligibility to the total number of tranches in 
the auction falls below 1.2. The total eligibility measure 
used is the lower bound of the reported range. The Auction 

20 Manager informs bidders when they can request recesses. 

Bidders may request a recess, for example, in the last 
half of the reporting phase of a round, or before the last, 
for example, five minutes of the reporting phase of a round, 
whichever is shorter. Each bidder is allowed to request at 
25 most, for example, one recess during the auction. All bidders 
making a request in a given reporting phase will see their 
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number of recesses available fall from, for example, one to 
zero. If more than one bidder requests a recess, the auction 
is paused only for a specified recess period. 

E. Calculating Ending Prices 

5 FIGURE 13 illustrates a method of calculating ending 

prices for the BGS auction according to the current invention. 
The auction ends for all EDCs at once. The auction ends when 
bidding has stopped on all EDCs and no further bidding is 
possible. No further bidding is possible when, at the prices 
10 for the round, the number of tranches bid for each EDC is 

equal to (or is smaller than) the tranche target for each EDC. 
Furthermore, for all EDCs, there are no retained switches that 
have been outbid and that could subsequently be bid on an EDC. 

Bidders that win tranches for an EDC are those that bid 
15 at the last round price and, if necessary, those that had 

tranches retained (from a switch or from a withdrawal) to fill 
the tranche target of that EDC. All bidders that win tranches 
for an EDC are given the same price for their tranches. Once 
the ending criteria for the auction have been met, the Auction 
20 Manager, utilizing standard auction application software 410, 
determines the ending prices for each EDC (step 620) and 
winning bidders are notified (step 622) . 

For each EDC, the Auction Manager determines whether 
there were any retained tranches, from retained withdrawals or 
25 denied switches, left in the final round of bidding (step 
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1300) . If, to fill the tranche target for the EDC in the 
final round only tranches bid at the price from the final 
round were used, meaning that there were no retained tranches 
for that EDC, the winners are those that submitted bids at the 
5 price from the final round. The ending price given to all 
winner of that EDC is the price from the final round of 
bidding (step 1310) . 

If there were retained tranches for the EDC in the final 
round of bidding, the Auction Manager then determines whether 

10 the retained tranches were only retained withdrawals (step 
1320) . If, to fill the tranche target for the EDC in the 
final round, withdrawn tranches were retained, then the 
winners are the bidders that submitted bids at the price from 
the final round and the bidders that submitted the lower exit 

15 prices for the retained withdrawn tranches. 

The Auction Manager determines whether any exit prices 
were named for the withdrawn tranches (step 1330) . If exit 
prices were named, the ending price for the tranches for all 
of the winners of that EDC is the lowest, earliest submitted 
20 exit price (step 1340) . The exit prices named for any round 
of the auction are considered in determining the lowest named 
exit price. The lowest exit price, rather than the price of 
the final round, is the ending price for all tranches of that 
EDC. 

25 If, during the round in which the lowest exit price was 

named, more than one bidder submitted the same exit price, the 
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bidder that submitted a bid earlier in that round is the first 
to win the tranches. Therefore, the ending price of all 
tranches for that EDC is the highest accepted price, since an 
exit price submitted during a round prior to the final round 
5 would be higher than the price of the final round of bidding. 

If no exit prices were named for any withdrawn tranches 
for the EDC, the exit price is taken to be the price of the 
previous round in which the withdrawal was made. Therefore, 
the ending price for all tranches of the EDC is the lowest 
10 exit price, or the price for the round prior to the last round 
in which a tranche withdrawal was made (step 1350) . This is 
the price of the last round in which the latest withdrawn 
tranches were freely bid. 

If, to fill the tranche target for the EDC, there were 
15 tranches retained from retained withdrawals and denied 

switches in the final round of bidding, then the winners for 
that EDC are the bidders that submitted bids at the final 
round price, the bidders that withdrew their tranches, and the 
bidders that had their switched out of the EDC denied. The 
20 ending price for all winners of that EDC is the highest price 
for the tranches used to fill the tranche target, namely the 
price at which the denied switches were last freely bid (step 
1360) . 

For example, in round 45, 98 EDC I tranches are bid at a 
25 price of 5.600<:/kWh. In round 46, 93 EDC I tranches are bid 
at a price of 5.586*/kWh. Five tranches total are withdrawn 
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from EDC I in round 46. However, the tranche target for EDC I 
is 94 tranches, therefore one withdrawn tranche is retained. 

Bidder A bids 8 EDC I tranches in round 45 and 5 tranches 
in round 46, withdrawing 3 tranches. Bidder A does not enter 
5 any exit prices. Bidder B, who bids after Bidder A, bids 5 
EDC I tranches in round 45 and 3 tranches in round 46, 
withdrawing 2 tranches. Bidder B names an exit price of 
5.590<:/kWh for the 2 withdrawn tranches. In order to fill the 
tranche target. Bidder A, who bid earliest, has one of its 
10 withdrawn tranches retained at the price for round 45, 
5.600«/kWh. 

In round 46, no other bidder changes its bid from round 
45 and the auction ends in round 46. The 93 tranches bid in 
the final round for EDC I are won by the bidders that bid at 

15 5.586<:/kWh, the final round price for EDC I. Bidder B 

additionally wins the two tranches that it withdrew in round 
46, since it specified an exit price for those 2 tranches. The 
exit price named by Bidder B is lower than the effective exit 
price for Bidder A, the round 45 price, therefore. Bidder B 

20 wins its two withdrawn tranches. However, Bidder A also wins 
the 1 tranche that had been retained to fill the tranche 
target for EDC I. Since the highest accepted price for EDC I 
tranches is 5.600<t/kWh, the effective exit price for Bidder A 
for its retained tranche, all winning bidders receive an 

25 ending price of 5.600^/kWh for EDC I. 

F. Round Reports 
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During the reporting phase of a round, the Auction 
Manager reports certain information to the bidders, such as, 
the number of tranches bid in the current bidding round, the 
prices for the next round, whether the bidder had any denied 
5 withdrawal and/or switching requests, and whether any retained 
withdrawals and/or switches are released for the next round. 

FIGURE 14 illustrates sample results for the first five 
rounds of a BGS auction. The two EDCs involved in the auction 
are ABC and XYZ. Each EDC has tranche targets of 10 tranches. 
10 In the first five rounds, both EDCs have continued to be 

oversubscribed; therefore, their prices have ticked down for 
each round. 

FIGURE 15 illustrates a sample round report with minimal 
information. Auction application software 410 can send this 

15 round report to all bidders, as the report gives no 

information regarding the activities of other bidders. The 
round report for, in this case, round 4, gives a range for the 
total number of tranches bid in round 4. Since 36 tranches 
were bid in round 4, the eligibility ratio for round 4 is 1.8. 

20 Since the eligibility ratio is greater than 1.2, the range 

reported is 35-40 tranches, a five integer range. The round 
report also specifies the price for the next round, round 5, 
for example, 5.95<:/kWh for ABC and 6.10<:/kWh for XYZ. 

FIGURE 16 illustrates a round report that auction 
25 application software 410 can generate for the Auction Manager. 
This report gives detailed information about the actual number 
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of tranches bid in, for example, round 4. The report shows 
that 36 tranches were bid in round 4. The Auction Manager's 
round report also details the initial eligibility for the 
auction, for example, 40 tranches. This indicates that, 
5 between round 1 and round 4, a total of 4 tranches were 

withdrawn from the auction. As seen in the sample auction 
results (FIGURE 14) , the 4 tranches were withdrawn from ABC in 
round 4. Finally, the Auction Manager's round report details 
the bids made by each qualified bidder in the round for each 
10 EDC. This level of detailed information is generally not 
provided to bidders. 

When the above auction method is conducted as a computer- 
based electronic auction using the system architectures of 
FIGURES 4 and 5, it is a possibility that a failure in 

15 communications between two or more elements in the system. 

For example, a communication failure between client browser (s) 
4 02 and web server 406 could occur because of some disruption 
in Internet 404. Additionally, a communication failure could 
occur between web server 406 and application software server 

20 406, such that bid data cannot be passed to auction 

application software 410, or round report data cannot be 
passed from auction application software 410 to web server 406 
and, thus, to client browser (s) 402. 

In such a case of a communication failure, one or more 
25 embodiments of the present invention includes procedures 
established in advance of commencement of the auction to 
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provide bidders with confidential identification information 
and to accept, as binding, bids offered using this 
confidential identification information. Such bids may be 
submitted manually, for example, by telephone, facsimile, hand 
5 delivery, and/or mail. 

Comput e r I mp 1 ement a t i on 

FIGURE 17 is an illustration of a computer 1758 used for 
implementing the computer processing in accordance with a 
computer- implemented embodiment of the present invention. The 
10 procedures described above may be presented in terms of 

program procedures executed on, for example, a computer or 
network of computers. 

Viewed externally in FIGURE 17, computer 1758 has a 
central processing unit (CPU) 1768 having disk drives 1769, 

15 1770. Disk drives 1769, 1770 are merely symbolic of a number 
of disk drives that might be accommodated by computer 1758. 
Typically, these might be one or more of the following: a 
floppy disk drive 1769, a hard disk drive (not shown), and a 
CD ROM or digital video disk, as indicated by the slot at 

20 1770. The number and type of drives varies, typically with 
different computer configurations. Disk drives 1769, 1770 
are, in fact, options, and for space considerations, may be 
omitted from the computer system used in conjunction with the 
processes described herein. 
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Computer 1758 also has a display 1771 upon which 
information may be displayed. The display is optional for the 
computer used in conjunction with the system described herein. 
A keyboard 1772 and/or a pointing device 1773, such as a mouse 
5 1773, may be provided as input devices to interface with 

central processing unit 1768. To increase input efficiency, 
keyboard 1772 may be supplemented or replaced with a scanner, 
card reader, or other data input device. The pointing device 
1773 may be a mouse, touch pad control device, track ball 
10 device, or any other type of pointing device. 

Alternatively, referring to FIGURE 19, computer 1758 may 
also include a CD ROM reader 1795 and CD recorder 1796, which 
are interconnected by a bus 1797 along with other peripheral 
devices 1798 supported by the bus structure and protocol. Bus 
15 1797 serves as the main information highway interconnecting 
other components of the computer. It is connected via an 
interface 1799 to the computer 1758. 

FIGURE 18 illustrates a block diagram of the internal 
hardware of computer 1758 of FIGURE 17. CPU 1775 is the 

20 central processing unit of the system, performing calculations 
and logic operations required to execute a program. Read only 
memory (ROM) 1776 and random access memory (RAM) 1777 
constitute the main memory of the computer. Disk controller 
1778 interfaces one or more disk drives to the system bus 

25 1774. These disk drives may be floppy disk drives such as 

1779, or CD ROM or DVD (digital video/versatile disk) drives, 
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as at 1780, or internal or external hard drives 1781. As 
previously indicated these various disk drives and disk 
controllers are optional devices. 

A display interface 1782 permits information from bus 
5 1774 to be displayed on the display 1783. Again, as 

indicated, the display 1783 is an optional accessory for a 
central or remote computer in the communication network, as 
are infrared receiver 1788 and transmitter 1789. 
Communication with external devices occurs using 
10 communications port 1784. 

In addition to the standard components of the computer, 
the computer may also include an interface 1785, which allows 
for data input through the keyboard 1786 or pointing device, 
such as a mouse 1787. 

15 The foregoing detailed description includes many specific 

details. The inclusion of such detail is for the purpose of 
illustration only and should not be understood to limit the 
invention. In addition, features in one embodiment may be 
combined with features in other embodiments of the invention. 

20 Various changes may be made without departing from the scope 
of the invention as defined in the following claims. 

As one example, the system according to the invention may 
include a general -purpose computer, or a specially programmed 
special -purpose computer. The at least one user may interact 
25 with the system via e.g., a personal computer or over PDA, 
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e.g., the Internet an Intranet, etc. Either of these may be 
implemented as a distributed computer system rather than a 
single computer. Similarly, the communications link may be a 
dedicated link, a modem over a POTS line, and/or any other 
5 method of communicating between computers and/or users. 

Moreover, the processing could be controlled by a software 
program on one or more computer systems or processors, or 
could even be partially or wholly implemented in hardware. 

The at least one user interfaces may be developed in 
10 connection with an HTML display format. Although HTML is 
utilized in the illustrated examples, it is possible to 
utilize alternative technology for displaying information, 
obtaining user instructions and for providing user interfaces. 
The invention has been discussed in connection with particular 
15 examples. However, the principles apply equally to other 
examples and/or realizations. Naturally, the relevant data 
may differ, as appropriate. 

The system used in connection with the invention may rely 
on the integration of various components including, as 
20 appropriate and/or if desired, hardware and software servers, 
database engines, and/or other content providers. The 
configuration may be, preferably, network-based and uses the 
Internet as a primary interface with the at least one user. 

The system according to one or more embodiments of the 
25 invention may store collected information and/or indexes to 

information in one or more databases. An appropriate database 
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may be on a standard server, for example, a small Sun™ Sparc™ 
or other remote location. The information may, for example, 
optionally be stored on a platform that may, for example, be 
UNIX-based. The various databases maybe in, for example, a 
5 UNIX format, but other standard data formats may be used. 

Although the computer system in Figure 17 is illustrated 
as having a single computer, the system according to one or 
more embodiments of the invention is optionally suitably 
equipped with a multitude or combination of processors or 

10 storage devices. For example, the computer may be replaced 

by, or combined with, any suitable processing system operative 
in accordance with the principles of embodiments of the 
present invention, including sophisticated calculators, hand 
held, laptop/notebook, mini, mainframe and super computers, as 

15 well as processing system network combinations of the same. 
Further, portions of the system may be provided in any 
appropriate electronic format, including, for example, 
provided over a communication line as electronic signals, 
provided on floppy disk, provided on CD Rom, provided on 

20 optical disk memory, etc. 

Any presently available or future developed computer 
software language and/or hardware components can be employed 
in such embodiments of the present invention. For example, at 
least some of the functionality mentioned above could be 
25 implemented using Visual Basic, C, C++ or any assembly 

language appropriate in view of the processor being used. It 
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could also be written in an interpretive environment such as 
Java and transported to multiple destinations to various 
users . 

The many features and advantages of the invention are 
apparent from the detailed specification, and thus, it is 
intended by the appended claims to cover all such features and 
advantages of the invention, which fall within the true spirit 
and scope of the invention. Further, since numerous 
modifications and variations will readily occur to those 
skilled in the art, it is not desired to limit the invention 
to the exact construction illustrated and described, and 
accordingly, all suitable modifications and equivalence may be 
resorted to, falling within the scope of the invention. 
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SimulCommerce^'^ Software Basic Platform 

The SimulCommerce^ Basic Platform supports ascending SMR auctions The 
apphcation supports several basic feamre sets that can be modined to implement specific 
auction rules. The basic features include: 



• Access and privileges for an Administrator and Bidders. 

• Bidders and products and products are limited. 

• Users are given a password and usemame. 

• Schedule management.(open and closing of rounds) 

• Initiation of the Auction 

• Scheduling of rounds 

• Accepting bids 

• Reporting on bid activity 

• Communication between users using an internal mail system 
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Customizations to SimulCommerce Basic Platform 



Alkera will implement the BGS auction rules approved by the New Jersey Board of 
Public Utilities (BPU) approved in all material respects. The SimulCommerce^"^ platform 
will be modified to support a descending clock auction. 

The application supports several feature sets that will be modified to implement specific 
auction rules. These modifications include: 



Access and privileges will be expanded to include different types of users. 
Administrative, Administrative Viewers, Bidders, and Bid Viewers will all be 
supported. The requirement calls for Administrative control of the sofhvare as well as 
Administrative oversight (view-only privileges). Similarly, Bid Viewers will be 
added as 'sister* user to the Bidders. The requirement for different user types 
Program will be expanded to accommodate unlimited bidders and products so that the 
numbers of both can be changed very late in the auction. The requirement is 
necessary to accommodate last minute additions or deletions of EDCs. 
Allow users to modify their personal information including password and usemame. 
The additional information will make it easier for the auction manager to deal with 
exceptions that require contact with the bidders (backup bidding, etc.). Additionally, 
the user will be able to modify the user information to increase flexibility on the 
bidder teams. Lastly, the users will be given the ability to manage/change their 
passwords which will increase the overall security of the system. 
Adding three modes (in addition to basic Manual mode) including Demo Clock Off, 
Demo Clock On, and Automatic Mode. The requirements for the first two modes are 
to support demonstrations and mock auctions. The last requirement is added to reduce 
distractions for the Auction Manager during the auction and to increase the speed of 
the auction. 

Scheduling of rounds will be altered to ensure that the published schedule is always 
current and correct. 

Given the complexity of the clock auction and the novelty of the format, several 
reporting screens will be added for the auction administrator. These will include bids 
sorted by bidder and by EDC as well as audit screens to track exit bids. For bidders 
the mterface will be modified to simplify access to current and prior rounds. 
To simplify the task of providing bidders with directions about the auction activity a 
message window will be added. Additionally, event driven messages will populate' 
the message window. 

Tranche Targets and Prices will not be known until late in the auction. Additionally 
tranche targets may change during the auction. The result is a requirement to allow ' 
the "son adjustment" of product parameters. The product parameters will not be hard 
coded but a range of product parameters will be tested to ensure that the software 
accommodates any entry. 



A screen will be added that allows users to access the product information so that 
they can monitor changes and be confident that those changes are valid. 
Allows users to access information regarding the auction rules. 
For the BGS auction the platform will be modified to include five different security 
enhancements that will improve the scalability and reliability of the software. These 
enhancements are necessary for a high stakes transaction with a large number of users 
and high dollar volume. The enhancements include physical security for the hosted 
environment, Network security for the hosted application, secure and encrypted login 
procedures for all users, field-level database access control in combination with a 
constituent hierarchy, and the use of code keys for support or backup bidding 
assistance. 

To accommodate the additional screens and information being presented to bidders 
and the administrator, modifications to the basic software layout will be necessary in 
order to prevent conftision. Clear distinctions need to be made between headers that 
are descriptive and those navigation bars that present actionable data or buttons. 
Similarly, the layout should provide intuitive navigation cues that are event driven. 
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PART 1 
APPLICATION FORM 
PART 1 DEADLINE: January 4, 2002 



This Part 1 Application is the appHcation to become a Qualified Bidder 
in the New Jersey Basic Generation Service (BGS) Auction. 

Before completing this form, please review the Auction Rules and the BGS 
Supplier Master Agreement to understand die conditions under which the BGS 
Auction will be conducted. 

By completing and signing this Part 1 Application Form, you agree to the Auction 

Rules [see Docket No. EX01050303 December 12, 2001] and accept the provisious Contained in 

the BGS Supplier Master Agreement [see Docket No. EX01050303 December 12. 2001 J. 



Any iitformation in this application will be provided on a 
confidential basis to the Auction Mimager Team, and the Board or 
its representatives. Any information that you provide in this 
application, except for information regarding bidding agreements 
provided in section 1.5, will be provided on a confidential basis to a 
committee of the EDCs. If you become a Qualified Bidder, your name 
will be provided to other Qualified Bidders, 
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INSTRUCTIONS FOR APPLICATION 



There are two parts to the AppHcation process for the Bcisic Generation 
Service Auction. 

Applicants submit the Part 1 AppHcation Form and all documents required 
therein to become Qualified Bidders. Qualified Bidders submit the Part 2 
Application Form, in which they will make certifications regarding associations 
and handling of confidential information, submit an indicative offer, and post 
Pre-Auction Security to become Registered Bidders. 

1.1 Application Submission 

To become a Qualified Bidder, Applicants must submit the Part 1 Application 
by noon on the Part 1 Application Date of January 4, 2002. Applicants must: 

■ Complete the Part 1 Application Form; and 

■ Ensure that the completed Part 1 Application Form, audited financial 
statements, and other documents supporting the application are received 
by the Auction Manager by noon on the Part 1 Application Date at the 
address specified on the Application Form. 

The Part 1 Application Form MUST be received by the Auction Manager no later 
than 12:00 p.m. (noon) EST on January 4, 2002 

at 

BGS Auction Manager Office 
60 Park Place T"^ floor Room 207 
Newark, NJ 07102 

Inquiries may be directed to the Auction Manager by: 

• . telephone (973) 624-9520 

• fax (973) 624-9527 

■ email questions @bps>auction.com 

Photocopies and facsimiles of completed forms will not be accepted under any 
circumstances. 

It is in your interest to seek independent legal and financial advice before deciding to 
participate in this auction. 



^ Unless noted otherwise, all times refer to the Eastern Standard Time (EST) zone. 
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1.2 Application Review 

Confirmation 

If your Part I Application is received by post, a confirmation consisting of a photocopy of the 
first page of your application stamped with a time and a date will be faxed to your Authorized 
Representative. If your Part 1 Application is hand-delivered, a confirmation consisting of a 
photocopy of the first page of your application stamped with a time and a date will be provided 
to the deliverer. 

Incomplete Applications 

If your Part 1 Application is incomplete or requires clarification, the Auction Manager will 
contact your Authorized Representative by fax. You will have until noon on the Part 1 
Application Date, or until noon on the business day following the business day during which a 
request for further information is faxed, whichever comes later, to respond. If you do not 
submit the required information within the time allowed, your Part 1 Application will be 
rejected and you will be unable to participate in the BGS Auction. Your Part 1 Application and 
all supporting documents will be returned to you. 

Late Applications 

No late Applications will be accepted under any circumstances. 
Notification of Qualification 

If you become a Qualified Bidder, the Auction Manager will send a notification to your 
Authorized Representative via courier no later than three business days after the Part 1 
Application Date. You will also receive instructions that detail the Pre-Auction Security that 
will be required when you submit your Part 2 Application to become a Registered Bidder. 
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APPLICATION FORM 



LI Basic Information 



Name of Applicant 



Legal Name of Applicant (if different from above) 



Place of Incorporation, if applicable 
DUNS» 



State 



Federal Tax LD, 



D&B 



Please state whether the Applicant 
is a corporation, partnership, et c. 



Years in Business 



Internet Address 



1.2 Authorized Representative 

The person designated in this section is the Applicant's Authorized Representative (also called Authorized 
Bidder), 



Last Name 

Mr / Mrs / Ms /Dr/ (other) 



Given Name(s) 



Title 



Street Address 



□ 



City 



State 



Zip Code 



Telephone No, 



Fax No, 



Email Address 
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The Authorized Representative is authorized to represent the Applicant in the 
BGS Auction in general, and for the purposes of this Application in particular. The 
Authorized Representative will receive all documentation related to the auction, 
including auction procedures manuals and confidential information required to 
submit bids in the trial auction and in the BGS Auction. The Authorized 
Representative is the only person authorized to designate a person other than 
him/herself to submit bids in the BGS Auction. The Authorized Representative is 
the only person authorized to distribute auction procedures manuals and 
confidential information to other representatives of the Applicant. The integrity of 
the auction process depends upon the Authorized Representative safeguarding 
confidential information and passwords used in the auction. The Authorized 
Representative must ensure that only authorized persons act on behalf of the 
Applicant in the auction process. 

The Applicant hereby acknowledges that any notification or other communication given by the 
Auction Manager to the Applicant shall be delivered by hand to the address provided above or 
sent by fax to the fax number provided above and shall be deemed received by the Applicant at 
the time of delivery or transmission, provided that where delivery or transmission occurs after 6 
pm on a Business Day or on a day which is not a Business Day, receipt shall be deemed to 
occur at 9 am on the next following Business Day. Any notification or other communication 
given by the Auction Manager to the Applicant on or after the Auction Start Date may be given 
using the Bidding Procedure or by fax as set out above. 

I hereby certify that I am authorized by the Applicant to serve as Authorized Representative, to 
represent the Applicant in the BGS Auction in general and to represent the Applicant for 
purposes of this Application in particular. 



9/16/2002 

Signature of Authorized Representative Date 



1,3 Applicant's Legal Representative in New Jersey (if different from above) 

Please attach official notarized documentation. 

Applicant's Legal Representative or Agent 



Last Name 

Mr /Mrs i Ms I Dr I (other) 



Given Name(s) 



Title 

Street Address 



City State Zip Code 

Telephone No. Fax No. Email Address 



lA Directors of Applicant (If Applicable): 

Name: 

Name: 
Name: 
Name: 
Name: 
Name: 
Name: 
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1.5 Bidding Agreements 

Please note that the EDCs will not review information provided in this section. 

Please check here □ if you will be bidding independently and not as a party to any 
bidding agreement with another party or through any other arrangement involving joint or 
coordinated bidding with any other party. Otherwise, please indicate below whether you are 
part of a bidding agreement, a joint venture for purposes of participating at the auction, a 
bidding consortium or other arrangements pertaining to bidding in the auction. Please also 
provide the names of the other parties to the bidding agreement or other arrangement. 

Name of Applicant: Other parties to the agreement: 



□ Bidding Agreement □ Bidding Consortium 

□ Joint Venture □ Otfier: (define) 
Other Party or parties: 

If you are part of a bidding agreement, bidding consortium or joint venture, you must nominate 
one party only to fulfill the creditworthiness requirements. This party may either be a party to 
the bidding agreement, bidding consortium or joint venture, or it may be a financial guarantor. 
Please indicate here which party will be fulfilling the creditworthiness requirements: 



The Authorized Representative of the partv named above must sign here to acknowledge the 
fact that this party will be fulfilling the creditworthiness requirements: 

9/16/2002 

Signature of Authorized Representative of party above Date 
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L6 General Requirements to Participate in Auction 

By the time load service begins, a BGS Supplier must meet the following requirements: 

• BGS Supplier must be a member of the PJM Interconnection LLC, meet all 
applicable obligations that PJM ascribes to a Load Serving Entity, and be a 
signatory of the PJM Reliability Assurance Agreement as amended and/or 
superseded; and 

• BGS Supplier must possess FERC certification as a power marketer. 

If you possess FERC certification as a power marketer, please check Q and attach 
appropriate documentation to this application form. Otherwise, please certify that there exist 
no impediments to obtaining FERC certification: 

I certify that there exist no impediments to obtaining FERC certification. 

9/16/2002 

Signature of Authorized Representative Date 

If you are a Load Serving Entity (LSE), please check □ and attach appropriate 
documentation to this application form. Otherwise, please certify that there exist no 
impediments to becoming an LSE: 

I certify that there exist no impediments to becoming an LSE. 

9/16/2002 

Signature of Authorized Representative Date 

Further, please certify that: 

• The Applicant and its corporate officers have no indictments or pending 
criminal litigation in any federal, state or local jurisdiction relating to the 
Applicant; 

• The Applicant and its corporate officers have no criminal convictions; 

• The Applicant has no civil penalties, judgments, sanctions or consent decrees 
arising out of the violation of any law, rule, regulation or ordinance in 
connection with its business activities; 
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• The Applicant has not had any permit or authority to do business in any 
jurisdiction revoked or suspended; and 

• The Applicant has never been barred from public bidding. 
91 1 6/2002 



Signature of Authorized Representative Date 
If the Applicant is unable to make these certifications, please explain all reasons: 



Please certify that you have read the Auction Rules [see Docket No. EXO 1050303 
December 12, 2001] and that you will comply with these Rules: 

• 9/16/2002 



Signature of Authorized Representative Date 



Please certify that you have read the BGS Supplier Master Agreement [see Docket No. 
EX010S0303 December 12, 2001] and that you accept its terms: 

9/16/2002 



Signature of Authorized Representative 



Date 
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1.7 Financial and Credit Requirements 

(1) Applicant's Credit Representative Information 

The Applicant's Credit Representative is the Applicant's in-house credit representative 
who can answer questions or provide information about the Applicant's credit. 

Please check here Q if the Applicant's Authorized Representative is also the Credit Representative. 

Applicant's credit representative information 

Last Name Given Name(s) 

Mr f Mrs I Ms I Drl (other) 

Title 



Street Address 



City 



State 



Zip Code 



Telephone No. 



Fax No, 



Email Address 



(2) Banlcing Information 

ACH Instructions for Settlement Payments 

Bank Name: ABA No,: 

Contact: Account No.: 



Address: 



Name on the account 
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City 



State 



Phone No: 

(3) Bank Reference 

Bank Name: 



Address: 



City 



State 



Zip Code 



Account Officer: 



Acct. No. 



Zip Code 



Phone No: 



(4) Supplemental Data 

Please provide the following information for the Applicant: 

a) A statement describing the company's history and a company profile; 

b) A list of ownership interests; 

c) Two most recent Annual Reports, if available; 

d) Most Recent SEC Form 10-K; if unavailable, please provide most recent audited annual 
financial information (including a balance sheet, income statement, and cash flow 
statement); 

e) Most recent SEC Form 10-Q; if unavailable, please provide most recent audited 
quarterly financial information (including a balance sheet, income statement, and cash 
flow statement); if both an SEC Form 10-Q and audited quarterly financial information 
are unavailable, please provide most recent quarterly or monthly financial data 
accompanied by an attestation by the Applicant's Chief Financial Officer that the 
information submitted is true, correct and a fair representation of the Applicant's 
financial condition; 

f) Applicant's senior unsecured debt rating from the following three rating agencies, if 
available; if unavailable, the issuer rating may be provided instead. 

Moody's Investors Service, Inc, Standard & Poor's Rating Services Fitch 
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(5) Representations 

Is the Applicant and /or its parent (if applicable): 



Operating under federal bankruptcy laws? 

Subject to pending litigation or regulatory 
proceedings in state or federal courts and/or 
agencies which could have a material impact on 
the Applicant's and/or parent's financial 
condition? 

Subject to collection lawsuits or outstanding 
judgments which could impact solvency? 



Applicant Parent 

Yes No Yes No 

□ □ □ □ 

□ □ □ □ 

□ □ □ □ 



Please provide a statement disclosing any existing, pending or past adverse rulings, 
judgments, litigation, contingent liabilities, revocations of authority, administrative, 
regulatory (State, FERC or SEC) investigations and any other matters relating to financial 
or operational status for the past 3 years that arise from the sale of electricity or natural gas, 
or materially affect current financial or operational status. 
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1*8 Guarantor's Information (if applicable) 

The guarantor information is required only if the Applicant will choose to have a third 
party act as a guarantor should the Applicant become a BGS Supplier. 

(1) Basic Information 

Credit and other information of Guarantor 

Name of Guarantor 

Legal Name of Guarantor (if different from above) 

Place of Inc orporation, if applicable Federal Tax LP. D&B DUNS # 

Please state whether the guarantor is a corporati on, partnership, etc Years in Business 

(2) Guarantor's contact details: 

Guarantor's Contact Information 

Last Name Given Name(s) 

Mr /Mrs fMslDr I (other) 

1 I 1 I I 

Title 

Street Address 



Qlil State Zip Code 



Telephone No, 



Fax No, 



Email Address 
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(3) Guarantor Credit Representative Information 

The Guarantor's Credit Representative is the Guarantor's in-house credit representative 
who can answer questions or provide information about the Guarantor's credit. 

Last Name Given Name(s) 
Mr I Mrs /Ms /Dr/ (other) 





Title 









Street Address 



City 



State 



Zip Code 



Telephone No. 



Fax No, 



Email Address 



(4) Supplemental Data 

Please provide the following information for the Guarantor: 

a) Two most recent Annual Reports; 

b) Most recent SEC Form 10-K; if unavailable, please provide most recent audited annual 
financial information (including a balance sheet, income statement, and cash flow 
statement); 

c) Most recent SEC Form 10-Q; if unavailable, please provide most recent audited 
quarterly financial information (including a balance sheet, income statement, and cash 
flow statement); if both an SEC Form 10-Q and audited quarterly financial information 
are unavailable, please provide most recent quarterly or monthly financial data 
accompanied by an attestation by the Applicant's Chief Financial Officer that the 
information submitted is true, correct and a fair representation of the Applicant's 
financial condition; 

d) Guarantor's senior unsecured debt rating from the following three rating agencies, if 
available; if unavailable, the issuer rating may be provided instead. 



Moody's Investors Service, Iri c. 



Standard & Poor's Rating Services 



Fitch 
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(5) Representations 

1$ the Guarantor and /or its parent (if applicable): 



Applicant Parent 

Yes No Yes No 



Operating under federal bankruptcy laws? CH IZI IZ) D 
Subject to pending litigation or regulatory 

proceedings in state or federal courts and/or n f"! Fl n 

agencies which could materially impact on the I—I LJ LJ 
Guarantor's and/or Parent's financial condition? 



Subject to collection lawsuits or outstanding 
judgments which could impact solvency? 



□ □ □ □ 



Please provide a statement disclosing any existing, pending or past adverse rulings, 
judgments, litigation, contingent liabilities, revocations of authority, administrative, 
regulatory (State, FERC or SEC) investigations and any other matters relating to financial 
or operational status for the past 3 years that arise from the sale of electricity or natural gas, 
or materially affect current financial or operational status. 
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1.9 Justification of Omissions 

If you are unable to provide ail documents requested in this application, please justify fully any 
omissions in the space provided below. 



- 17- 



1.10 Authorization of tlie Applicant 

This certification should be signed by an officer or director of the Applicant and should 
either be notarized or attested with the corporate seal. 

I certify that I am an officer or director of the Applicant, empowered to undertake contracts and 
bind the Applicant. I have read and accept the Auction Rules and the provisions contained in 
the BGS Supplier Master Agreement. All the information contained in this application is true 

and correct to the best of my knowledge. I designate to act as the Authorized 

Representative of the Applicant in the BGS Auction. 



9/16/2002 

Signature Date 



Printed Name 



Title 
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Appendix A - Enclosures to the Part 1 Application 

This is a checklist of documents to be enclosed with this Application. 

□ Completed Part 1 Application Form 

l~l Statement of company history (if available) 

□ Company profile 

I I List of ownership interest 

n Two most recent annual reports (if available) 

□ FERC certification (if available) 
O LSE documentation (if available) 

Q Notarized documentation for the Applicant's Legal Representative 
The Applicant's: 

□ Most Recent SEC Form 10-K; if unavailable, please provide most recent audited 
annual financial information (including a balance sheet, income statement, and cash 
flow statement) 

□ Most recent SEC Form 10-Q; if unavailable, please provide most recent audited 
quarterly financial information (including a balance sheet, income statement, and cash 
flow statement); if both the SEC Form 10-Q and audited quarterly financial information 
are unavailable, please provide the most recent quarterly or monthly financial 
information accompanied by an attestation by the Applicant's Chief Financial Officer 
that the information submitted is true, correct and a fair representation of the 
Applicant's financial condition 

n Senior unsecured debt rating or, if unavailable, issuer rating 
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and the Guarantor's (if applicable): 

□ Most Recent SEC Form 10-K; if unavailable, please provide most recent audited 
annual financial information (including a balance sheet, income statement, and cash 
flow statement) 

□ Most recent SEC Form 10-Q; if unavailable, please provide most recent audited 
quarterly financial information (including a balance sheet, income statement, and cash 
flow statement); if both the SEC Form 10-Q and audited quarterly financial information 
are unavailable, please provide the most recent quarterly or monthly financial 
information accompanied by an attestation by the Applicant's Chief Financial Officer 
that the information submitted is true, correct and a fair representation of the 
Applicant's financial condition 

I I Senior unsecured debt rating or, if unavailable, issuer rating 
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Appendix B - Glossary 

Defined terms used in the Application Form and these notes to the Apphcation 
Form shall have the meaning given to such terms in the Auction Rules, unless 
expressly specified otherwise. Other terms are defined below. 

Applicant's Authorized Representative 

The Authorized Representative is authorized to represent the Applicant in 
the BGS Auction. The Authorized Representative must ensure that only 
authorized persons act on behalf of the Applicant in the auction process. 

Applicant's Legal Representative 

The person designated by the Applicant to represent the entity on all legal matters 
related to the BGS Auction. 

Auction Manager 

The person retained by the EDCs to manage the auction process under the Board's 
oversight. 

BGS Supplier Master Agreement 

The BGS Supplier Master Agreement is the standard contract, as approved by the 
Board, that will be used by the winners at the auction and the EDCs. See Part III of the 
December 19^*^ Bidder Information Packet. 

Bidding Agreement (Bidding Arrangement) 

Any agreement between two or more parties - each of whom intends to participate in 
the BGS Auction - to share information regarding bidding strategy in the BGS auction, to share 
information regarding round results, to agree upon bids, to agree upon bidding strategy or to 
coordinate bids during the auction. 
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Bidding Consortium 

A group of separate businesses or business people joining together to submit joint bids 
in the auction. A set of companies joining together to supply BGS Load, with each providing 
different expertise or components. 

EDC 

Electric Distribution Company. 
Indicative Offer 

An Indicative Offer is the number of tranches that the participant is willing to supply at 
the maximum starting price and the number of tranches that the participant is willing to supply 
at the minimum starting price. A Qualified Bidder's indicative offer at the maximum starting 
price determines the Qualified Bidder's initial eligibility. 

Joint Venture 

An enterprise entered into by two or more people for profit with purpose of bidding in 
the BGS Auction. A joint venture has most of the elements of a partnership, such as shared 
management, the power of each venturer to bind the others in the business, division of profits 
and joint responsibility for losses. However, unlike a partnership, a joint venture anticipates a 
specific area of activity and/or period of operation, so after the purpose is completed, bills are 
paid, profits (or losses) are divided, and the joint venture is tenninated. 

Load Cap 

A Load Cap imposed by an EDC is a maximum number of tranches of this EDC that 
any one bidder can bid. 

Minimum Starting Price 

The Minimum Starting Price is a statewide price in 0/kWh. The Minimum Starting 
Price is announced no later than twenty-one business days before the start of the auction. All 
Qualified Bidders submit, in their Indicative Offer, a number of tranches that they are willing to 
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supply at the Minimum Starting Price. In the first round of the auction, each EDC-specific 
starting price will be no lower than the single minimum starting price. 

Maximum Starting Price 

The Maximum Starting Price is a statewide price in 0/kWh. The Maximum Starting 
Price is announced no later than twenty-one business days before the start of the auction. All 
Qualified Bidders submit, in their Indicative Offer, a number of tranches that they are willing to 
supply at the Maximum Starting Price. In the first round of the auction, each EDC-specific 
starting price will be no higher than the single maximum starting price. 

Pre-Auction Security 

Pre-Auction Security is security submitted with a Qualified Bidder's Part 2 Application. 
The required amount of Pre-Auction Security is determined from the Qualified Bidder's 
indicative offer. A Qualified Bidder is notified upon qualification of the amount and form of 
Pre-Auction Security required. 

Qualified Bidder 

An Applicant who has been cleared to submit a Part 2 Application based on financial 
and other qualifications submitted in the Part 1 Application. 

Registered Bidder 

A Qualified Bidder who has been cleared to participate in the auction based on 
requirements submitted in the Part 2 Application. 

Starting prices 

The EDC-specific starting prices are the going prices in effect during the bidding phase 
of the first round of the auction. Each EDC sets its own starting price. Each EDC-specific 
starting price will be set no lower than the Minimum Starting Price and no higher than the 
Maximum Starting Price. The EDC-specific Starting Prices are announced no later than three 
business days before the start of the auction. 
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Tranche 

A tranche of one product (i.e., a tranche of the BGS Load for one EDC) is a full 
requirenients tranche. A tranche for an EDC is a fixed percentage share of the BGS Load of 
that EDC for the year August 1, 2002 to July 31, 2003. 



End of Part 1 Application 
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5. Association and Confidential Information Rules 

a. Process for reporting Associations, Identifying concerns and remedies 

Parties applying to qualify to bid in the auction will be required to indicate in their Part 1 
Applications whether they are part of a bidding agreement, a joint venture for purposes of 
participating at the auction, a bidding consortium or other arrangements pertaining to bidding 
in the auction. 

Once parties are qualified to bid in the auction and the list of qualified bidders is released, 
each bidder will be asked in its Part 2 Application to make a number of certifications, each 
detailed below, and to provide additional information to the Auction Manager if these 
certifications cannot be made. In particular, each bidder will be required to certify that it is not 
associated with any other qualified bidder. If a bidder cannot make such a certification, the 
bidder will be asked to identify associations it may have with other qualified bidders. The 
criteria that detemnine whether two bidders are associated with one another are given below. If 
two bidders are associated with one another, the Auction Manager will determine whether both 
bidders can participate, as well as the terms and conditions of such participation. The Auction 
Manager may require bidders that are associated with one another to bid as one entity or to 
reorganize so as to no longer be associated with one another. 

Bidders will also be asked to certify that they appropriately restrict their disclosure of 
confidential information and that they have not come to any agreement with another qualified 
bidder with respect to bidding at the auction, except as disclosed and approved by the Auction 
Manager. 

b. Association Criteria 

1 . Preliminary definitions 

A party controls an entity directly if the party holds a majority of shares, majority voting 
power, a majority of common directors, can appoint a majority of directors, or If the party in fact 
controls the entity's affairs through some other means. A party controls an entity indirectly if 
the party controls another entity that controls the entity in question (or through a longer line of 



control, e.g., if the party controls another entity that controls an entity that controls the entity in 
question, etc.). 

A party participates directly in another entity Z if the party holds any class of listed 
shares, if it holds the right to acquire such shares, if it holds any option to purchase shares or if 
it has voting power. The participation is indirect if the party participates in another entity that 
participates in Z (with potentially a longer line of "indirect participation"). When the participation 
is indirect, the percentage of participation of the party in the entity is obtained by multiplying 
the percentages of participation at each level. 

A party is concerned with the bid of a bidder if the party has confidential information 
relating to the bid, has agreed to provide assistance with financing or has agreed to provide 
assistance in another way. 

2. Bidder A and Bidder B are associated with each other if Bidder A 

a. Controls bidder B, directly or indirectly; or 

b. Has at least a 10% participation in Bidder B and is concerned with Bidder 
B's bid; or 

c. Controls an entity that has at least a 10% participation, direct or indirect, in 
Bidder 6 and that is concerned with Bidder B's bid; or 

d. Is controlled by an entity that controls Bidder B directly or indirectly; or 

e. Is controlled by an entity that has at least a 10% participation, direct or 
indirect, in Bidder B and that is concerned with Bidder B's bid. 

3. Bidder A and Bidder B are associated if there is a party which 

a. Controls Bidder A, directly or indirectly; or 

b. Has at least a 10% participation in Bidder A, directly or indirectly, and is 
concerned with Bidder A's bid; or 

c. Controls an entity that has at least a 10% participation in Bidder A, direct or 
indirect, and is concerned about Bidder A's bid; or 

d. Has confidential information about Bidder A's bid and is controlled by Bidder 
A; or 

e. Has confidential infonmation about Bidder A's bid and is controlled by an 
entity or person that controls Bidder A directly or indirectly; or 



f. Has confidential information about Bidder A's bid and is controlled, directly 
or indirectly, by an entity that has at least a 10% participation in Bidder A 
and is concerned with Bidder A*s bid; 
and if this same party has one of relationships a. to f. with Bidder B. 

4. Bidder A and Bidder B are associated if there is a party that has at least a 20% 
participation, directly or indirectly, in both bidders. 

5. Bidder A and Bidder B are associated if there is a party that has at least a 20% 
participation, directly or indirectly, in Bidder A and that: 

a. Has at least 10% participation in Bidder B. directly or indirectly, and is 
concerned with Bidder B's bid; or 

b. Is controlled by Bidder B; or 

c. Controls a person or entity that controls Bidder B; or 

d. Controls a person or entity that: has at least 10% participation in Bidder B, 
directly or indirectly, and is concerned with Bidder B's bid; or 

e. Is controlled by a person or entity that controls Bidder B directly or indirectly; 
or 

f. Is controlled by a person or entity that has at least 10% participation in 
Bidder B, directly or indirectly, and is concerned with Bidder B's bid; or 

g. Is controlled by a person or entity who controls a person has at least 10% 
participation in Bidder B, directly or indirectly, and is concerned with Bidder 
B's bid. 

c. Definition of Confidential information 

Confidential information regarding bidding strategy means information relating to a 
bidder's bid, whether in writing or verbally, which if it were to be made public would be likely to 
have an effect on any of the bids that another bidder would be willing to submit at the auction. 
Confidential information includes (but is not limited to) a bidder's auction strategy; a bidder's 
indicative offer; the bidder's preference to bid for one EDC's system rather than another; the 
quantities that a bidder wishes to serve of one or more EDCs' systems; the bidder's estimation 
of the value of a tranche of the various EDCs' systems; the bidder's estimation of the risks 
associated with serving BGS load or of serving a particular EDC; the bidder's estimation of the 
reliability of Committed Supply for the various EDCs; and a bidder's contractual arrangements 



for power with a third party to serve the BGS load were the bidder to be a winner at the 
auction. 

d. Certifications and Disclosures To Be Made By Each Bidder 

The following certifications will be required of each bidder and will apply from the time of 
qualification of the bidder to the Board certification of the auction results. 

1 . A bidder must certify that it is not associated with another bidder according to the 
criteria given above. 

A bidder unable to make certification 1 will be asked to identify the bidders with which it is 
associated and the nature of the association. 

2. A bidder must certify that, other than parties explicitly named in its application as 
parties with whom the bidder has entered into a bidding agreement, joint venture 
for the purpose of bidding in the auction, or bidding consortium or other 
arrangement pertaining to bidding in the auction, the bidder will not come to any 
agreement with another qualified bidder or with another party associated with a 
qualified bidder, directly or indirectly, regarding bids at the auction, including, but 
not limited to, the amount to bid at certain prices, the system on which bids are 
placed, when or at what prices bids are withdrawn or switched, or the amount of 
exit prices. 

3. A bidder must certify that any person who will be advising or assisting the bidder 
with bidding strategy in the auction, with estimation of the value of a system's 
tranches or with the estimation of the risks associated with serving BGS load (an 
advisoi) will either (i) not provide any similar advice or assistance to any other 
bidder or (ii) if such person will provide similar advice or assistance to another 
bidder, or if such person will be privy to confidential information relevant to any 
other bidder's bidding strategy, that appropriate protections have been put into 
place to ensure that the advisor does not serve as a conduit of information 
between, or as a coordinator of the bidding strategies of, multiple bidders. 

A bidder unable to make certification 3 will be asked to name the advisor(s) and the other 
bidder(s) concerned. 



4. A bidder must certify that the bidder is not a party to any contract for the purchase 
of power that might be used as source of supply for BGS Service, and that would 
require the disclosure of confidential information pertaining to the bidder's bidding 
strategy to the counterparty under such a contract or to any other party, or that 
would provide instructions, direct financial incentives or other inducements for the 
bidder to act in a way determined by the counterparty in the agreement and/or in 
concert with any other bidder in the auction. 

A bidder unable to make certification 4 will be asked to disclose the contractual terms that 
prevent the bidder from making the certification. 

5. A bidder must certify that it does not have any knowledge of confidential 
information that is relevant to the bidding strategy of any other qualified bidder. 

A bidder unable to make certification 5 will be asked to name the other qualified bidder and 
the nature of the confidential information. 

6. A bidder must certify that it will not disclose confidential information relative to its 
own bidding strategy except to parties to which it is associated, to its advisors and 
to its financial institution. A bidder may, however, during negotiations of contractual 
arrangements for power to serve BGS load were the bidder to be a winner at the 
auction, discuss with the counter-party to such arrangements the nature of the 
products purchased, the volume and the price at which it is willing to buy these 
products. 

7. A bidder must certify that it will not disclose any information it has regarding round 
results except for information publicly announced by the Auction Manager or the 
Board, including the status of its participation in the auction, with any party except 
to its advisors and parties with which it is associated. 

8. A bidder must certify that, other than entities affiliated with the bidder and other 
than parties with which the bidder has entered a bidding agreement, or joint venture 
for purposes of the auction, or bidding consortium or other arrangement pertaining 
to the auction, no party has agreed to defray any of its costs of participating in the 
auction, including the cost of preparing the bid, the cost of the bid bond, the cost to 
be paid upon winning a tranche, and any other participation cost. 



e. Actions to be tak n if c rtiftcati ns cann t be made 

If a bidder cannot make all above certifications, the Auction Manager will decide within five 
days ori a course of action on a case-by case basis. To decide on this course of action, the 
Auction Manager may make additional inquiries of the bidder to understand the reason for the 
inability of the bidder to make the certification. 

In general, bidders that are associated with one another or that have entered agreements 
regarding bidding at the auction are considered as one bidder for the purposes of application 
of the Load Caps and for the administration of the auction. Bidders can be allowed to bid 
independently or can be asked to end their association or agreement as a condition of 
participation, as circumstances warrant. If the bidders are asked to end their associations they 
will be provided five days to do so. 

Sanctions can be imposed on a qualified bidder for failing to disclose information 
relevant to determining associations, for coordinating with another bidder without disclosing 
this fact, for releasing confidential information except as provided in 4 and 5, or for disclosing 
information during the auction to a person other than those specified in 6. Such sanctions can 
include, but are not limited to, loss of all rights to sen/e any BGS Load won in the auction by 
such bidder, forfeiture of bid bonds and other fees posted or paid, prosecution under 
applicable state and federal laws and other sanctions that the Board may consider 
appropriate. 
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PART 2 
APPLICATION FORM 
PART 2 APPLICATION DATE: January 16, 2002 



This Part 2 Application is the appUcation to become a Registered 
Bidder in the New Jersey Basic Generation Service (BGS) Auction. 

Before completing this fonn, please review the Auction Rules and the BGS 
Supplier Master Agreement to understand the conditions under which the BGS 
Auction will be conducted. 

By having completed and signed the Part 1 Application Form, you 

have agreed to the Auction Rules [see Docket No. EX01050303, December 12. 2001] 

and have accepted the provisions contained in the BGS Supplier 

Master Agreement [see Docket No. EXOIOSOSOS, December 12, 2001]. 



Any information and materials that a Qualified Bidder submits in 
this application will be provided on a confidential btisis to the 
Auction Manager Team and the Board or its representatives. 
Information regarding a Qualified Bidder's indicative offer (section 
1.1) will be provided on a confidential basis to a committee of EDC 
representatives, without revealing that Qualified Bidder's identity. 
Information regarding a Qualified Bidder's initial interest in each 
EDC (section 1.2) will be provided to a representative of that EDC 
without revealing that Qualified Bidder's identity. A committee of 
EDC representatives will decide whether the form of Pre-Auction 
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INSTRUCTIONS FOR APPLICATION 

There are two parts to the Apphcation process for the Basic Cteneration 
Service Auction, 

Apphcants submit the Part 1 Apphcation Form and all documents required 
therein to become Quahfied Bidders. Quahfied Bidders submit the Part 2 
Apphcation Form, in which they will make certifications regarding associations 
and handling of confidential information, submit an indicative offer, and post 
Pre- Auction Security to become Registered Bidders. 

Part 2 - Appucation to become a registered bidder 

1.1 Application Submission 

Qualified Bidders must submit the Part 2 Application by noon* on the Part 2 
Application Date of January 16***, 2002. Qualified Bidders must: 

■ Submit the completed original Part 2 Application Form as well as two 
copies of the Part 2 Application Form; 

- Submit an indicative offer; 

■ Make required certifications on Bidder Associations and Confidential 
Information and, if unable to do so, make required information 
disclosures; and 

■ Submit Pre-Auction Security. 

The Part 2 Application MUST be received by 12:00 p.m. (noon) EST on January 

2002 
at 

BGS Auction Manager Office 
60 Park Place 2""^ floor Room 207 
Newark, NJ 07102 

Inquiries may be directed to the Auction Manager by: 

• . telephone (973) 624-9520 

• fax (973) 624-9527 

■ email questions@bgs-auction.com 



* Unless noted otherwise, all times refer to the Eastern Standard Time (EST) zone. 
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Photocopies and facsimiles of completed forms will not be accepted under any 
circumstances. 

It is in your interest to seek independent legal and financial advice before deciding to 
participate in this auction. 

1.2 Application Review 

Confirmation 

If your Part 2 Application is received by post, a confirmation consisting of a photocopy of the 
first page of your application stamped with the time and a date that it was received will be 
faxed to your Authorized Representative. If your Part 2 Application is hand-delivered, a 
confirmation consisting of a photocopy of the first page of your application stamped with the 
time and a date that it was received will be provided to the deliverer. 



Incomplete Applications 

If your Part 2 Application is incomplete or requires clarification, the Auction Manager will 
contact your Authorized Representative by fax. You will have until noon on the Part 2 
Application Date or noon on the business day following the business day during which a 
request for further information is faxed, whichever comes later, to respond. If you do not 
submit the required information within the time allowed, your Part 2 Application will be 
rejected and you will be unable to participate in the BGS Auction. Your Part 2 Application and 
all supporting documents will be returned to you. 



Late Applications 

No late Applications will be accepted under any circumstances. 



Incomplete Credit Information 

If your Pre-Auction Security is not in a form acceptable to the EDCs, your Authorized 
Representative will be notified by fax and you will have until noon of the second business day 
after the Part 2 Application Date to submit revised Pre-Auction Security. If you fail to meet this 
deadline, your application may be rejected. 

If your Pre-Auction Security is insufficient, you will be notified via fax. Your application may 
be rejected or your indicative offer at the Maximum Starting Price may be reduced by the 
Auction Manager so that your Pre-Auction Security is sufficient to cover for your indicative 
offer. 
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Certifications regarding Associations 

You may be required to provide additional information to the Auction Manager Team and to 
the Board or its representatives if you are unable to make the certifications in section 1 .4 of the 
present application. 

Notification of Registration 

If you become a Registered Bidder, the Auction Manager will notify your Authorized 
Representative via fax and courier no later than five business days before the start of the 
auction. 
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APPLICATION FORM 

1.1 Qualified Bidder's Indicative Offer and Calculation of Required Bid Bond 

The statewide Maximum Starting Price and the statewide Minimum Starting Price are 
provided in Table 1.1 below. 

Please enter below in cell (a) of Table l.l your indicative offer at the Minimum Starting 
Price. This indicative offer should provide a total number of tranches that you are willing to 
supply for all EDCs combined at the statewide Minimum Starting Price. Please enter below in 
cell (b) of Table 1.1 your indicative offer at the Maximum Starting Price. This indicative offer 
should provide a total number of tranches that you are willing to supply for all EDCs combined 
at the statewide Maximum Starting Price. 

A Qualified Bidder's indicative offer at each price cannot exceed 60 tranches (the sum 
of the EDCs' Load Caps). Please also note that your indicative offer at the Maximum Starting 
Price determines your initial eligibility in the auction. You cannot, at any time during the 
auction, bid on more tranches than the number of tranches indicated as your indicative 
offer at the Maximum Starting Price (b). 



Table 1.1 Indicative Offers 



Prices (^Wb) 


Indicative offer 
(number of tranches) 


Minimum Starting Price 


5.8 


(a) 


Maximum Starting Price 


8.6 


(b) 



Initial EligibUity Calculation 

Your initial eligibihty for the auction is set equal to your indicative offer at the 
Maximum Starting Price. That is, your initial eligibility is set equal to the number of tranches 
you have entered in cell (b) of Table 1.1. 
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Bid Bond Calculation 

The Bid Bond is part of the Pre-Auction Security. Each Qualified Bidder is required to 
submit a Bid Bond in an amount of $1 million per tranche of that Qualified Bidder's indicative 
offer at the Maximum Starting Price. A Qualified Bidder may substitute a letter of credit for 
this Bid Bond. A Sample Bid Bond form and a sample Letter of Credit form to be used as 
substitute for the Bid Bond are available on our web site, under ''bidder info'\ '"documents" and 
''application materials". 

The following calculation determines the amount of your Bid Bond (or Letter of Credit 
used as substitute for the Bid Bond). Please fill in below the appropriate numbers from Table 
1.1 above. 

Bid Bond Amount = (Indicative offer at Maximum Starting Price) x ($1,000,000) 
Bid Bond Amount = fb) (number of tranches) x $1,000,0(X) 
= $ (dollars) 

Please check here □ if you are using the sample Bid Bond form provided on the web site. 

Please check here □ if you are using the sample Letter of Credit form to be used as substitute 
for the Bid Bond provided on the web site. 
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L2 Qualified Bidder's Preliminary Maximum Interest in Each EDC 

Please indicate in the table below your preliminary maximum interest in each EDC. At 
the Maximum Starting Price and at the Minimum Starting Price, please indicate the maximum 
number of tranches that you would be willing to supply for each EDC. Please note: 

• The number of tranches that you indicate for each EDC must be equal to or below 
the Load Cap for that EDC. The Load Cap for each EDC is indicated under each 
EDC's name in the table. 

• The number of tranches that you indicate for any one EDC at the Minimum Starting 
Price must be equal to or less than your indicative offer at that price (a). The number 
that you indicate for any one EDC for the Maximum Starting Price must be equal to 
or less than your indicative offer at that price (b). 

• The sum of your preliminary interest in each EDC at the Minimum Starting Price 
(the sum of the number of tranches at cl, c2, c3 and c4) can exceed the amount of 
the indicative offer at the Minimum Starting Price (a). The sum of your preliminary 
interest in each EDC at the Maximum Starting Price (the sum of the number of 
tranches at dl, d2, d3 and d4) can exceed the amount of the indicative offer at the 
Maximum Starting Price (b). 



Example: A Qualified Bidder submits an indicative offer of 15 tranches at the Maximum 
Starting Price (b). At the Maximum Starting Price, the Qualified Bidder may indicate as 
many as 15 tranches of preliminary maximum interest in PSE&G, 15 tranches in GPUE, 7 
tranches in CONECTTV (because of the Load Cap) and 4 tranches in RECO. As its 
preliminary maximum interest in each EDC at the Maximum Starting Price, the Qualified 
Bidder could submit, for instance, 10 tranches for PSE&G, 10 tranches for GPUE, 7 
tranches for CONECTIV and 4 tranches for RECO- The sum of preliminary maximum 
interest at the Maximum Starting Price (10 + 10 + 7 + 4 = 31) can exceed the amount of the 
indicative offer at the Maximum Starting Price (15). 



Please indicate your initial interest in each EDC in Table 1.2 below. Your preliminary 
maximum interest must be expressed in terms of number of tranches. 



Table 1.2 EDC-preliminary manmum interest 



Minimum and Maximum 
Starting Prices from Table l.l 
above 
(0 per kWh) 


PSE&G 

(Load Cap 32) 

Tranche Target: 
96 


GPUE 

(Load Cap 17) 

Tranche Target: 
51 


CONECnv 

(Load Cap 7) 

Tranche Target: 
19 


RECO 

(Load Cap 4) 

Tranche Target: 
4 


Minimum Starting Price: 5.8 


# of Tranches: 
(cl) 


# of Tranches: 
(c2) 


# of Tranches: 
(c3) 


# of Tranches: 
(c4) 


Maximum starting price: 8.6 


# of Tranches: 
(dl) 


.# of Tranches: 
(d2) 


# of Tranches: 
(cl3) 


# of Tranches: 
(d4) 
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1.3 Additional Financial and Credit Requirements 

If you were required to do so upon qualification, please provide additional Pre-Auction 
Security in the form of a Letter of Reference (sometimes called a Letter of Intent) for the 
amount not covered by the Bid Bond or a Letter of Intent to provide a Guaranty. Instructions 
regarding the amount of the Letter of Reference and the amount of the Letter of Intent to 
provide a Guaranty were provided to you upon qualification. Samples of these forms can be 
downloaded from our web site, under ^'bidder info'' then '"documents'" and then '"Application 
Materials*'. 

1.4 Bidder Certifications 

Please consult the list of Qualified Bidders provided to you upon qualification. The 
following certifications are those contained in the "Associations and Confidential Information 
Rules" (in Section I.A.5 of the December Bidder Information Packet, or in Section IILE of the 
BGS Compliance Filing Part 11). Please consult the criteria for associations and the definition 
of Confidential Information in the Auction Rules [see Docket No. EX01050303, December 12, 2001], 

Please make the following certifications. All Qualified Bidders, including each party to 
a bidding consortium, bidding agreement or joint venture for the purpose of bidding in the 
auction, must make these certifications. These certifications apply from the time of 
qualification until the Board certification of the auction results. Completion of the 
following certifications signifies your agreement not to take any action during the auction 
process that might affect the accuracy of the certifications. If you cannot make one or more of 
these certifications, please disclose the necessary information to explain why you cannot make 
these certifications. 

(1) Please certify that you are not associated with another Qualified Bidder 
according to the criteria as defined in the Auction Rules. 



Signature of Authorized Representative 



September 16,2002 
Date 
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If unable to make certification (1) requested above please identify the Qualified Bidder(s) with 
whom you are associated and the nature of the association. 



(2) Please certify that besides those agreements previously disclosed in Part I 

Application section 1.5, you have not entered into any additional agreements with 
another Qualified Bidder or with another party associated with a Qualified 
Bidder, directly or indirectly, regarding bids at the auction, including, but not 
limited to, the amount to bid at certain prices, the system on which bids are 
placed, when or at what prices bids are withdrawn or switched, or the amount of 
exit prices. 



September 16, 2002 

Signature of Authorized Representative Date 

(3) Please certify that any person that will be advising or assisting you with bidding 
strategy in the auction, with the estimation of the value of a system's tranches or 
with the estimation of the risks associated with serving BGS load (an advisor) 
will either (i) not provide any similar advice or assistance to any other bidder or 
(ii) if such person will provide similar advice or assistance to another bidder, or if 
such person will be privy to confidential information relevant to any other 
bidder's bidding strategy, that appropriate protections have been put into place to 
ensure that the advisor does not serve as a conduit of information between, or as a 
coordinator of the bidding strategies of, multiple bidders. 

September 16, 2002 

Signature of Authorized Representative Date 

If unable to certify item (3) above please name the advisor(s) and the Qualified Bidder(s) 
concerned. 



(4) Please certify that you are not a party to any contract for the purchase of power, 
that might be used as source of supply for BGS Service, and that would require 
the disclosure of confidential information pertaining to your bidding strategy to 
the counterparty under such contract or to any other party, or that would provide 
instructions, direct financial incentives or other inducements, for you to act in a 
way determined by the counterparty to the contract and/or in concert with any 
other bidder in the auction. 
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September 16, 2002 
Signature of Authorized Representative Date 

If unable to certify item (4), please disclose the contractual terms that prevent you from making 
the certification. Please identify the counterparty and if applicable, the party to whom 
information disclosure must be made under the terms of the contract. 



(5) Please certify that your bidding entity does not have any knowledge of 
confidential information that is relevant to the bidding strategy of any other 
Qualified Bidder. 

' " "" September 16, 2002 

Signature of Authorized Representative Date 

If unable to certify item (5), please name the other Qualified Bidder and the nature of the 
confidential information. . 



(6) Please certify that you will not disclose confidential information relative to your 
bidding strategy except to parties with which you are associated, to your advisors, 
and to your financial institution. 

September 1 6, 2002 

Signature of Authorized Representative Date 

If unable to certify item (6), please explain. 



(7) Please certify that you will not disclose any information in your possession 
regarding round results, except for information publicly announced by the 
Auction Manager and the Board, including the status of your participation in the 
auction, to any party except to your advisors and parties with which you are 
associated. 

September 16, 2002 



Signature of Authorized Representative 



Date 
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(8) Please certify that, other than entities with which you are affiliated and other 
than parties with which you have entered a bidding agreement, joint venture for 
purposes of the auction, bidding consortium or other arrangement pertaining to 
the auction, no party has agreed to defray any of the costs of participating in the 
auction, including the cost of preparing the bid, the cost of the Pre-Auction 
Security, the cost to be paid upon winning a tranche, and any other participation 
cost. 

^ September 16, 2002 

Signature of Authorized Representative Date 



(9) Please certify your agreement that the submission of any bid in the auction 
creates a binding and irrevocable offer to provide service under the terms set forth 
in the BGS Supplier Master Agreement and that, upon being declared a winner in 
the auction, a binding and enforceable contract to provide service with respect to 
the number of tranches to which you were declared the winner shall arise under 
the BGS Supplier Master Agreement. Please note that failure to execute the BGS 
Supplier Master Agreement may result in the forfeiture of the Bid Bond or Letter 
of Credit. 

September 16, 2002 



Signature of Authorized Representative 



Date 
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Justification of Omissions 

If you are unable to submit all required documents or to provide all requested information, 
please provide here a clear and complete justification for any omissions. 
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AppendixA- Enclosures to the Part 2 Application 

This is a checklist of documents to be enclosed with this Application. 

□ Completed Part 2 Application Fonri marked as original; 

□ Two Copies of the Completed Part 2 Application Form marked as copies; 

□ Bid Bond or Letter of Credit; 

□ Letter of Intent to provide a Guaranty (if applicable); 
r~| Letter of Reference (if applicable). 
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Appendix B - Sample Bid Bond, Sample Letter of Credit, Sample Letters of Reference 
(Letters of Intent) and Sample Letter of Intent to provide a Guaranty 

Please see our web site: 

□ Sample Bid Bond; 

http://www.bgs-auction.com/documents/revised sample bid bond form.pdf 

□ Sample Letter of Credit to be used as a substitute for the Bid Bond; 
http://www.bgs-auctiQn.com/documents/sample Letter of Credit substitute Bid Bond.pdf 

i~l S ample Letter of Reference; 

http://www.bgs-auction.com/documents/sample letters of reference final. pdf 
rn Sample Letter of Intent to provide a Guaranty. 

http://www.bgs-auction.com/documents/samplc Letter of Intent to Guaranty.pdf 
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Appendix C Glossary 

Defined terms used in the Application Form and these notes to the Application Form shall 
have the meaning given to such terms in the Auction Rules, unless expressly specified 
otherwise. Other terms are defined below. 

Applicant's Authorized Representative 

The Authorized Representative is authorized to represent the Applicant in 
the BGS Auction. The Authorized Representative must ensure that only 
authorized persons act on behalf of the Applicant in the auction process. 

Association 

A relationship that a party may have with another party participating in the auction, as 
defined in the Auction Rules. See the Auction Rules (fi-om the December Bidder Information 
Packet, Section I.A.5, or in Section IlI.E of the BGS Compliance Filing Part H). 

Auction Manager 

The person retained by the EDCs to manage the auction process under the Board's 
oversight. 

BGS Supplier Master Agreement 

The BGS Supplier Master Agreement is the standard contract, as approved by the 
Board, that will be used by the winners at the auction and the EDCs. See Part III of the 
December Bidder Information Packet. 

Bid Bond 

Issued by an approved surety company to a Qualified Bidder prior to the auction. The 
Bid Bond must be in the amount of $1 million per tranche of the Qualified Bidder's Indicative 
Offer at the Maximum Starting Price. If the Qualified Bidder (1) fails to sign the Supplier 
Agreement for any reason, or (2) is found to have submitted false or incomplete information on 
any part of the Application, the Bid Bond may be forfeited. 
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Bidding Agreement (Bidding Arrangement) 

Any agreement between two or more parties — each of whom intends to participate in 
the BGS Auction — to share information regarding bidding strategy in the BGS auction, to share 
information regarding round results, to agree upon bids, to agree upon bidding strategy or to 
coordinate bids during the auction. 

Board 

The New Jersey Board of Public Utilities. 
Confidential Information 

Confidential information regarding bidding strategy means information relating to a 
bidder's bid, whether in writing or verbally, which if it were to be made public would be likely 
to have an effect on any of the bids that another bidder would be willing to submit at the 
auction. See the Auction Rules. 

Bidding Consortium 

A group of separate businesses or business people joining together to submit joint bids 
in the auction. A set of companies joining together to supply BGS Load, with each providing 
different expertise or components. 

EDC 

Electric Distribution Company. 
Indicative Offer 

An Indicative Offer is the number of tranches that the participant is willing to supply at 
the Maximum Starting Price and the number of tranches that the participant is willing to supply 
at the Minimum Starting Price. A Qualified Bidder's indicative offer at the Maximum Starting 
Price determines the Qualified Bidder's initial eligibility. 
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Joint Venture 

An enterprise entered into by two or more people for profit with the purpose of bidding 
in the BGS Auction. A joint venture has most of the elements of a partnership, such as shared 
management, the power of each venturer to bind the others in the business, division of profits 
and joint responsibility for losses. However, unlike a partnership, a joint venture anticipates a 
specific area of activity and/or period of operation, so after the purpose is completed, bills are 
paid, profits (or losses) are divided, and the joint venture is terminated. 

Load Cap 

A Load Cap imposed by an EDC is a maximum number of tranches of this EDC that 
any one bidder can bid. 

Minimum Starting Price 

The Minimum Starting Price is a statewide price in «{/kWh. The Minimum Starting 
Price in the BGS auction is 5.8 0/kWh. All Qualified Bidders submit, in their Indicative Offer, 
a number of branches that they are willing to supply at the Minimum Starting Price. In the first 
round of the auction, each EDC-specific starting price will be no lower than the single 
Minimum Starting Price. 

Maximum Starting Price 

The Maximum Starting Price is a statewide price in 0/kWh. The Maximum Starting 
Price is in the BGS auction is 8.6 0/kWh. AU Qualified Bidders submit, in their Indicative 
Offer, a number of tranches that they are willing to supply at the Maximum Starting Price. In 
the first round of the auction, each EDC-specific starting price will be no higher than the 
statewide Maximum Starting Price, 

Pre-Auction Security 

Pre-Auction Security consists of a Bid Bond or a Letter of Credit and, if necessary, a 
Letter of Reference (sometimes called a Letter of Intent) or a Letter of Intent to provide a 
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Guaranty. A Qualified Bidder is notified upon qualification of whether a Letter of Reference or 
a Letter of Intent to provide a Guaranty is required. 

QualiTied Bidder 

An Applicant who has been cleared to submit a Part 2 Application based on financial 
and other qualifications submitted in the Part 1 Application. 

Registered Bidder 

A Qualified Bidder who has been cleared to participate in the auction based on 
requirements submitted in the Part 2 Application. 

Starting prices 

The EDC-specific Starting Prices are the going prices in effect during the bidding phase 
of the first round of the auction. Each EDC sets its own Starting Price. Each EDC-specific 
Starting Price will be set no lower than the Minimum Starting Price and no higher than the 
Maximum Starting Price. The EDC-specific Starting Prices are announced no later than three 
calendar days before the start of the auction. 

Tranche 

A tranche of one product (i.e.» a tranche of the BGS Load for one EDC) is a full 
requirements tranche. A tranche for an EDC is a fixed percentage share of the BGS Load of 
that EDC for the year August 1, 2002 to July 31, 2003. 



End of Part 2 Application 



